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COMMUNICATION COSTS AND THEIR 
INTERDEPENDENCE 


VARIOUS causes have in the last few years combined to awaken 
public opinion to the importance of communications. The 
Great War was unlike all previous wars. The old wars were fought 
by a few score thousand men who marched short distances on 
their own legs and supported themselves mainly from the resources 
of the immediate neighbourhood. In the Great War modern 
transport moved millions of men over thousands of miles, fed 


them from the wheat-fields of Alberta and Argentina, munitioned 
them from the factories of the United States, and clothed them 
from the sheep-runs of Australia and New Zealand. The stay- 
at-home population of this country was forced to contemplate 
what it would mean if German submarines interrupted the 
communications of our mercantile fleet, and what it did mean 
when we failed to interrupt the communications of German air- 
ships and airplanes. And it has not been the War only which 
has taught us our lesson. Some fifteen years ago the growth of 
motor transport seemed startling in its suddenness. Since then 
the growth of transport by air has been even more startlingly 
sudden. And at this moment the development of wireless 
communication not only by telegraph but by telephone looks 
as if it might be more startling still. Moreover, the importance 
of communications has touched us, not only from the practical 
and scientific side, for as taxpayers we in Great Britain have had 
to pay in the last four years nearly £200,000,000 to keep our 
railways going; we are spending many millions a year on air 
services, only to be told by the experts that our parsimony is 
endangering the existence of the Empire; while as ratepayers 
we find that the cost of road maintenance in England has much 
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more than doubled in less than ten years, having increased from 
£19,000,000 to about £50,000,000 per annum.’ 

The increased attention paid to communication has had various 
reactions. Public opinion is beginning to understand that, 
though different means of communication may be employed in 
differing circumstances, the problem of transport is a single 
problem. And in pursuance of this idea, a Ministry of Transport 
has been established in Great Britain. Germany has gone further 
and, overriding the particularism of the various States, has estab- 
lished an imperial Ministry of Communications (Reichsverkehr- 
ministerium). Two different Committees have recommended 
the establishment of a similar Ministry of Communications 
(taking over the control of Posts, Telegraphs and Telephones) 
in India. Further, not only in Great Britain, but in France and 
Germany, the United States and Canada, not to mention smaller 
countries such as Holland, new organic laws have been passed 
profoundly modifying the whole status of railways, whether 
publicly or privately owned, and their relations to the State on 
the one hand, and to their customers on the other. 

But though a good deal has been done to cope with the insis- 
tent needs of the moment, the wider problem of interrelation 
between various modes of communication under the new condi- 
tions has not yet received the attention which it deserves, and 
which must be given to it ere long. We thought, for instance, till 
the other day that roads and railways were complementary. 
They are now proving to be keen rivals. Subsidies are being 
given to air service and wireless telegraphy installations. Before 
long the question of the effect of this subsidised competition on 
ocean steamship and cable undertakings will have to be faced. 

The object of this article is to invite consideration of the 
economic issues involved. The matter can be looked at from 
different points of view. We might consider competition be- 
tween different modes of communication in rendering the same 
or similar services; or we might dwell upon the respective import- 
ance of the public and private interest involved; or, again, we 
may have regard to the way in which the total cost of each 
particular mode of communication is made up, and the manner 
in which the payment of this total cost is apportioned between 
the public and the individual user. Perhaps the best point of 
view from which to approach the question is the last. 


1 This increase of cost is no doubt largely due to the rise in wages; but there 
is good reason to believe that, had the pre-war standard of maintenance been 
retained, the cost would have been even greater than it is. 
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Primitive man spent no money on communications. He 
walked across country with his burden on his back, or ferried 
over a stream in a hollowed log or a coracle of domestic manufac- 
ture. And the original meaning of highway is merely a right of 
passage over a certain stretch of unenclosed land—such as still 
exists, for example, on the Berkshire Downs—and not a made 
road at all. But all modern communications imply three separate 
or at least separable costs; there is the capital cost of construc- 
tion and improvements; the recurring cost of maintenance; 
and thirdly, the cost of use. In the long-civilised countries of 
Western Europe, the construction cost has in the main been 
spread over many centuries, and charged as incurred against 
current national, or more usually local, revenues, whether in the 
form of money or of obligations on adjacent owners or occupiers 
to supply without payment labour, horses and carts, or materials. 
The cost of railway construction, on the other hand, is almost 
always met by capital borrowed or subscribed in the expectation 
of a return—immediate or postponed—in interest or dividends. 
Not always so, however. New roads, as, for instance, the Thames 
Embankment or Kingsway, may be made with borrowed money, 
while the railways of the Malay States have been mainly con- 
structed out of current revenue. Whichever course be adopted, 
there equally exists a capital cost which has to be met somehow. 
There is also the recurring charge for maintenance, which cannot 
be exactly assessed against each individual user. On a road it is 
normally borne by the community. On English railways it is 
charged against the users as a whole, with no, or at most a very 
rough, attempt to apportion it according to the amount of the use. 
The user of a road is normally left to pay directly the whole expense 
of his use, including the provision and maintenance of the vehicle, 
or portion of a vehicle, which he employs. But in some cases, 
as, for instance, workmen's fares on tramways, some portion of 
the cost of actual use is borne by the community. 

The existence of these three separate costs is obscured by the 
fact that in practice the charges corresponding to them are seldom 
or never separated. But there is no difficulty in imagining a case 
in which they might be. A road authority might keep an account 
of the capital invested in new construction and improvement, 
charging the interest on the local rate; might employ a con- 
tractor who would maintain the road, and recoup himself by 
levying tolls; and might leave the users of the roads as at present 
to meet their own movement costs. In actual practice a road 


authority normally has no capital account. The cost of widen- 
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ings and improvements—which is really expenditure on capital 
account—is charged to revenue equally with the cost of current 
maintenance. 

In the financial statements of a railway company, on the other 
hand, the three charges are clearly separated. The cost of moving 
the traffic—the Americans call it “‘ conducting transportation ’’— 
is shown in one table; there is another table giving the cost of 
keeping the rolling-stock in repair, which logically is a sub-head 
of traffic movement, though in practice it is treated as a separate 
heading; the cost of maintenance of the road is given in a third 
table; while the net receipts, after these charges have been paid, 
represent the cost of capital. But the passenger who buys a 
ticket, or the trader who forwards a consignment, makes a single 
payment, and is quite unaware of and uninterested in its subse- 
quent allocation. The same thing is true in respect to means 
of communication of a different order. A Water Board exists 
to connect the rain falling in an upland valley with the taps 
many miles off in an urban bathroom. The water rights are 
acquired, the channels in the catchment area cut, the reservoirs 
built, the mains and pipes laid, and the pumps installed at the 
cost of capital; the undertaking is maintained out of revenue; 
and then there is the further cost of pumping, distribution and 
control of actual use. Gas or electricity companies are broadly in 
a similar position, the only difference, from a communication 
point of view, between them and a Water Board lying in the 
fact that they produce the commodity which they supply before 
they distribute it. Telegraph and telephone organisations, again, 
‘have to meet the same three separate costs, the provision of the 
plant, its maintenance, and the cost of actual use. Capital charges, 
maintenance charges and working or “ operating’ expenses are 
the terms most commonly used for the three respective costs. 

In all these cases, where the three separate services are in 
the hands of a single organisation, the three costs are separate in 
the accounts but charged as a lump sum against the user. But 
when we consider communication by sea, we find again that, as 
in the case of a highway, the use is separate from the provision 
and maintenance of the road. For ships the main expense belongs 
to use; the road is provided free by nature except at its two 
ends; and the provision and maintenance of terminal facilities, 
docks and piers, artificially deepened channels, and of buoys 
and lighthouses, are a comparatively small portion of the total 
expense. The shipowner pays the road expenses of his ship in 
the form of harbour and dock dues, while the ultimate user, the 
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merchant, pays similar dues on his merchandise direct to the 
harbour or dock authority, and pays to the shipowner the cost 
of its carriage. Canals are obviously only water roads; they 
are provided and maintained by an authority which may or may 
not charge tolls for their use. The user in most cases makes his 
own arrangements for carriage. 

I have stressed the separateness, or at least separability, of 
these three costs. It is to be admitted, however, that in some 
cases the frontier between them is doubtful. The wages of lock- 
keepers on a canal, for instance, may be regarded either as cost 
of maintenance of the highway, or as a portion of the cost of 
use. Or, again, it is difficult to say whether the fixed electric 
equipment, the cables, posts and feeder wires of an electric tram- 
way belong to the maintenance of the communication or to its 
use. Further, though the three costs exist in all cases, their 
proportions vary greatly from one mode of communication to 
another; from one country to another; and even in the same 
country, from one period to another. <A “tube” railway costs 
£1,000,000 a mile to construct : out of every penny the passenger 
pays, a halfpenny is required to meet the capital charge; the 
dock and harbour dues on a ship bringing wheat from San Fran- 
cisco to London are only a trifling proportion of the total expense. 
On the railway from the Zambesi to the copper mines of the 
Congo, the traffic is so scanty that three-quarters of the total 
earnings are required to pay the interest on construction capital ; 
on the railways of the United States the earnings are so large 
that one-fifth of the gross receipts suffice for an adequate return. 
In Great Britain in 1913, out of £130,000,000 of receipts, capital 
took £50,000,000, say 38 per cent.; to-day the gross receipts have 
nearly doubled, the capital has not been appreciably increased, 
and only 20 per cent. of the gross receipts are now needed to 
produce a return at the old rate. 

At this point the reader may perhaps complain that, if they 
are never in practice separated, all this argument as to the 
separability of the three costs which make up total communica- 
tion costs is merely otiose discussion. The complaint is not 
justified. No scheme for a new means of communication can 
be properly judged unless the cumulative effect of all three 
factors is taken into account. In many schemes—as, for instance, 
where it is a question on a railway of building an expensive tunnel 
or incurring heavy operating expenses on a steep gradient—it 
is a task of great difficulty to balance wisely one factor against 
the other. But above and beyond this the different costs do not 
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stand on the same economical footing. It is evident that the 
existence of a means of communication is a public interest, while 
normally the benefit of the use accrues merely to the individual 
user. A man may be bedridden and yet obtain daily benefit 
from the existence of the road which leads to his house from the 
nearest railway station, and of the railway that connects the 
station with London. A Londoner with an artesian well on his 
own premises would suffer, if the services of the Water Board 
ceased to function, and typhoid and diphtheria raged round his 
house. Or, again, a man who habitually uses a private motor- 
car to get from his house in the West End to his office in the City 
benefits from the existence of urban railways, not only because 
he can himself use them as an alternative in case of necessity, 
but because to his servants and tradesmen, without whom he 
could not live, and to his clerks and customers, without whom 
he could not carry on his business, they are an indispensable 
means of locomotion. 

But adequate communications are a public interest in a wider 
sense. People starved in England in the Middle Ages, they 
have starved in India in our own times, they are starving in 
Russia to-day because food cannot reach them for lack of com- 
munications. The generous land-grants of the United States 
Government to the railway companies in the West in the ’sixties 
and ’seventies have vastly increased the wealth of the Atlantic 
States, though not one in twenty of their inhabitants may have 
ever been west of the Alleghanies. 

It would also appear, then, logical that some portion at least 
of the capital cost of providing communications should be at the 
public charge, because the public at large benefits by their exist- 
ence. And if it be a proper public charge, an equitable taxing or 
rating machinery will naturally be the best means of imposing it. 
That the cost of the individual use should fall upon the user seems 
almost a matter of course. If the actual cost of the carriage of a 
passenger or a consignment from A to B be 5s., and the passenger 
or the consignor considers that the service to him is only worth 
3s., the passenger or the consignment must normally remain 
uncarried, for the public has only aremote and occasional interest 
to make up the deficit. 

Maintenance cost falls between capital cost and user cost, 
for maintenance is partly caused by, and partly independent of 
use. A road may be destroyed by frost or heavy rains as much 
as by traffic. The rails of a railway are worn out by use; but 
the sleepers would rot, and the ballast would wash out and waste 
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away, even if no train ever passed over the line. The life of a 
gas pipe or a water pipe, on the other hand, is very largely inde- 
pendent of its actual use. Logically, therefore, that portion of 
maintenance cost which is due to obsolescence may be assimi- 
lated to capital cost—should be regarded, that is to say, as 
potentially a public charge; the portion which is due to use 
should be assimilated to the cost of the actual use, to be recovered 
normally from the users as a whole. 

Needless to say, charges have never in actual practice been 
imposed on any such logical basis. We shall see presently the 
various methods in which in different countries and at different 
times they have been apportioned. But meanwhile it is worth 
while to inquire whether any principle of abstract justice can 
help us to decide what is the precise share of the cost of providing 
communications which the public ought fairly to pay. It has 
been suggested that capital is only invested in improvement of 
communications when it is expected that the capital cost of the 
improvement will be at least offset by the reduction in user 
cost. In French provincial towns, for instance, women still 
fetch water from the public fountain and carry it to the tops of 
houses. We find in England that the total cost of conveying 
water is less, if we invest capital in the installation of a pipe. But 
perhaps the best illustration is the case of the highway. The 
“ King’s Highway ” was originally, as has already been said, not 
a stretch of land, but a legal and customary right—‘ a perpetual 
right of passage in the sovereign for himself and his subjects 
over another’s land.”’ ‘‘ The King has nothing,” says a very old 
book quoted by Mr. and Mrs. Webb, “‘ but the passage for himself 
and his people.” The highway was improved. A raised stone 
causeway was laid down, along which a laden packhorse could 
travel. Then the causeway was widened, and made practicable 
for wheeled traffic. And gradually by such improvements the 
labour of a man carrying, say, 60 lbs. twelve miles a day, was 
replaced by the labour of a man and a packhorse carrying two cwt. 
twenty miles; and then, by the addition of a cart, the same 
labour resulted in the carriage of fifteen instead of two cwt. It 
would evidently be just in theory to call upon each user of the 
improved highway to contribute towards the capital cost of the 
improvement the value of the reduction of his cost of use. The 
theory goes further, and when, as in the case of a canal or rail- 
way, the whole construction is artificial, and even the right 
of way has to be paid for, justifies imposing upon the users as 
a whole the entire cost. And on a railway or a canal, to which 
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traffic only is admitted after what may be called a preliminary 
settlement with the owners as to terms and conditions, the 
theory can be given practical application. But the theory cannot 
be applied to roads for more than one reason. It is too late 
nowadays to think of charging upon the users of the road the 
whole construction and improvement cost, not merely because 
immemorial custom has consecrated a different system, but 
because of practical difficulties. We had turnpikes, on which 
the user was supposed to pay total cost, for two centuries. They 
were abolished, mainly because of the wasteful cost of collection 
and the intolerable delays of successive toll-gates. But there 
was another reason why the turnpike policy broke down, namely, 
that the difficulty of properly apportioning the total burden 
among the different classes of users resulted in practice in leaving 
a considerable portion of the burden unborne. There were 
exemptions, for instance, of farm vehicles using the roads in the 
immediate neighbourhood of the farm, of vehicles carrying 
parishioners on Sunday to their usual place of worship, while, on 
the other hand, stage coaches, presumably because they seemed 
to have no natural rights in the locality, were taxed at an extra 
high rate. In the result, coaches, which were still needed on 
routes not yet served by railways, were prematurely killed, 
and the turnpike trusts as a rule went bankrupt. 

Even if it were admitted that capital cost heretofore incurred 
should be ignored, and it were accepted that road users should 
only be asked to pay the £50,000,000 of annual maintenance, 
it is clear that the working out nowadays of a new scheme of 
tolls or licences to do even the roughest justice as between the 
innumerable different classes of users, and taking account of 
the extreme variations in the amount of their use, would be a 
task of the utmost difficulty. 

There is a further difficulty : a road giving new or improved 
access to a district will promote development, but will carry scant 
traffic at the outset. If the initial traffic is to pay for the whole 
cost, the toll must be very heavy. But policy dictates that 
pioneers should be encouraged rather than subjected to extra 
heavy burdens. If, however, there be any special class who 
derive exceptional and immediate benefit from new communica- 
tions, it seems just that they should make a special contribution 
towards the cost. And this is clearly the case where new com- 
munications markedly improve the access to land in the condition 
commonly described as “ripe for development.’ In such a 
case the equity of a charge on the owner is obvious. Whether 
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this charge should take the form of a toll on the road, or a tax 
or rate levied on the land to be applied for general road purposes, 
is a question not of principle but of practical convenience. 

So fae we have been discussing the question on the basis of 
principles of abstract justice. It is worth while to inquire how 
far these principles are being applied at present, or have been 
applied in the past, in different countries in shaping their policy 
in the matter of communications. A brief review will suffice to 
show that there have been no guiding principles, and no con- 
sistent policy. Take first the earliest and still most important 
means of communication, roads. Turnpike tolls, according to 
Webb’s Story of the King’s Highway, are believed to have existed 
at some time or other in every European country except Sweden 
and Norway. They existed also to some extent in the Eastern 
States of America. Everywhere they have been abolished, and 
the cost of road provision and maintenance has been thrown on 
taxation, general or special, or on local rates. Only in the case 
of what in English law is called ‘‘ exceptional user ”’ is an attempt 
made to apportion payment to benefit. And this doctrine of 
exceptional user only applies to the intensive and spasmodic 
use of a particular stretch of road, ‘as, for instance, by a quarry 
owner or timber merchant, and not to the business of a general 
carrier who habitually carries goods in wholesale quantities over 
hundreds of miles of roads. 

Canals are next in historical order. They mainly began as 
commercial enterprises. They differed from turnpikes, in that 
a turnpike was in the hands of a public trust, authorised to levy 
tolls to cover expenses, including interest and sinking fund on 
debt, but not to make a profit, while a canal was built by a private 
company, empowered to levy tolls not exceeding a fixed maximum, 
and to divide among its shareholders the resulting profits, how- 
ever large. And before the “ calamity of railways’”’ fell upon 
them, canal companies’ profits in England were often very large. 
Gradually, as railways developed, it became evident in one country 
after another that canals could only continue to exist if they were 
assimilated to roads, if the Government, that is, assumed the cost 
of capital and of maintenance, and if the canal user had to pay 
carriage cost only. It is evident at this moment that England 
may in this respect have to follow the rest of the world. The 
ordinary canal can only retain its traffic if it is toll free. One 
company alone, the Aire and Calder, favoured by the fact 
that the company is both toll owner and carrier, but much 
more by exceptional conditions of location and available 
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traffic, can probably continue to charge tolls and yet retain its 
trade. 

When the railways in their turn began to divert from the 
canals the traffic that the canals had diverted from the roads, 
England and the United States led the way; and the continent 
of Europe was the docile pupil of England. In America there 
were some feeble and short-lived experiments in State ownership ; 
and the Belgian trunk lines were in the hands of the Government 
from the beginning. But with these two unimportant excep- 
tions, railways were at the outset private enterprises. Moreover, 
at a very early period, the theory that the railway company 
would be—like a canal company—merely a road owner and toll 
taker, and that private individuals, either directly or through 
carrier companies, would be the users, broke down for practical 
reasons. In England, moreover, it was assumed, and correctly 
assumed, that the advantages of this new means of communica- 
tion were so great that the public could and would pay tolls and 
conveyance charges—very soon combined into and confounded 
in a single rate—sufficient to cover the total cost. The same 
thing proved true—subject to the fact that the railways in the 
West originally received subsidies and free grants of land, which, 
however, bear a very small proportion of the total investment— 
in the United States of America. But in no other country has 
the railway system come into existence without substantial State 
aid, given in the form, sometimes of out-and-out grants or capital 
subventions, sometimes of guarantees of dividends. 

In countries where joint-stock enthusiasm for railway con- 
struction slackened or never existed, and the public found them- 
selves constrained to extend or to initiate their railway system, 
Governments have always proceeded on the theory, which they 
inherited from the companies, that the user should pay as far as 
possible the total cost. Indeed some Governments have gone 
further. Prussia before the War drew—India still draws large 
net profits from the State railways and applies them to meet 
ordinary State expenses. And this form of taxation has been 
defended by Gustav Cohn as economically sound. No Govern- 
ment in subsidising a private company has ever undertaken to 
hand over the completed undertaking to the company as a free 
gift, to be responsible for its annual maintenance, and to leave 
the company to recover from the users the cost only of use. Nor 
in cases where the Government has retained the operation of the 
railway in its own hands has the adoption of a policy on these 
lines ever been so much as suggested. And yet, if it be reason- 
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able to charge upon the user of a macadam road the cost of use 
only, there seems no a priori reason why a similar policy should 
not be adopted in the case of a rail-road. It may of course be 
said that this might result in inordinate profits to the private 
concessionaires of the railway; and the answer might have been 
good till recently. But within the last two years both in Great 
Britain and in the United States, the only two countries of really 
private railway enterprise, laws have been passed providing that 
railway rates shall be so fixed as to yield to the proprietors a 
reasonable, but no more than a reasonable, return on their invested 
capital. 

The question, therefore, needs an answer in theory: ‘‘ Why 
should the user of a railway be expected to pay the total cost of 
his use, whereas the user of a road is called on to pay movement 
cost only? ’’ This question is of urgent practical importance at 
the present moment. The annual cost of road maintenance, 
as has already been said, has risen in the last few years from 
£19,000,000 to £50,000,000, and the increase is in large measure 
due to the fact that the roads are to-day carrying traffic which 
formerly went by railway. It has been estimated that 6,000,000 
tons of traffic were so diverted last year. But they were diverted, 
not because the total cost of road carriage was less, but because, 
while the consignor is asked to pay the total cost by railway, he 
is only required to pay a portion of the cost by road. The railway 
rate from London to Birmingham is, let us say, 40s. per ton for 
a certain class of article. The road carrier offers to take the 
traffic for 30s.; and the merchant naturally consigns by road. 
The lorry carries five tons, and takes, let us say, £10 worth of 
wear (40s. per ton of load) out of the road between London and 
Birmingham.! So the actual cost of road carriage is not 30s. 
but 70s. per ton, even though nothing has been charged for the 
original cost of the road provided by the public for the merchant’s 
use.? 

The anomaly of the present situation is heightened when we 
remember that recent legislation has, as I have said, provided 
that, if railway rates are insufficient to yield a reasonable return 

1 The round figure of £10 for road wear is probably an underestimate. A 
distinguished authority estimates the injury to the road as equal to 3d. per ton- 
mile. A lorry carrying five tons weighs four tons. This would give 2s. 3d. 
(3d. x9) as the cost per mile to the road authority of the running of the lorry ; 
and this on the 112 miles from London to Birmingham would equal £13. 

2 The conditions affecting motor char-a-bancs are different. Not only do 
they already pay licence duties about twice as high, but they are used, occasionally 


and not intensively, by innumerable different persons, presumably in the main 
ratepayers, who use them for pleasure and not for,the sake of extra gain. 
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to the shareholder, they shall be advanced. We may then arrive 
before long at a situation where a large portion of all the mer- 
chandise traffic of the country is diverted to the roads, because 
this method, though more costly on the whole, is cheaper to 
the individual user ; and then next year, or the year after, railway 
rates on coal, which cannot be taken by road, may have to be 
put up to redress the balance. 

A further anomaly may be found in the present position of 
London communications. The streets and roads in and approach- 
ing the centre area of London are already congested; and the 
volume of traffic steadily increases. Street widenings are enor- 
mously expensive, and the cost of them would naturally fall wholly 
upon the London rate-payers. New urban railways would relieve 
the congestion and obviate, or at least postpone, the necessity for 
street widenings. They would cost less and afford means of 
communication more rapid and more convenient. But, because 
the railways are in the hands of private enterprise, the suggestion 
that the ratepayer should pay any part of the cost of construc- 
tion of new urban railways would probably come as a shock to 
the average Londoner. And this notwithstanding that in Paris 
and New York, in both of which cities the urban railways are in 
the hands of companies, this policy has long been accepted; and 
notwithstanding the further fact that the fares on the urban 
railways of London are fixed under statutory authority on a scale 
limited to that which is no more than adequate to secure a 
reasonable return on the companies’ capital involved—a return 
which, it may be added, has never yet been as great as would have 
been obtained had the capitalist, instead of investing in railway 
shares, advanced his money on loan to the public authorities. 

The confusion of thought as to the real—as distinct from 
apparent—cost of a particular mode of communication is no- 
where better exemplified than in the case of inland waterways. 
Two striking examples come from recent American history. 
The Government of the United States has for many years past 
spent very large sums of the taxpayers’ money on the improve- 
ment of the navigable channel of the Mississippi river. In spite 
of this expenditure, the traffic steadily declined almost to vanish- 
ing point. During the War, mainly to relieve the overburdened 
railways, the Government built and operated a fleet of up-to-date 
tugs and barges, and, with some help from local municipalities, 


1 It should in fairness be noted that commercial motor vehicles do at present 
pay licence duties amounting to £2,800,000, say one-eighteenth of the expenditure 
on road maintenance and improvement, 
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greatly improved the wharves and landing-stages. An official 
publication of the Inland and Coastwise Waterways Section of 
the War Office, which now carries on this Government barge 
service, has recently reported as ‘“‘ a gratifying result” ‘“‘a net 
profit for the months of April, May and June [1921], amounting 
to $22,886.” The Report fails to say that this gratifying “ net 
profit’? is merely a surplus of gross receipts above actual 
operating expenses. The facts that no interest is paid on the 
very large capital sunk not merely in permanent river improve- 
ments but in the purchase of the boats, that nothing is debited 
for current maintenance of the channel, that the United States 
Government pays no taxes and carries its own insurance on its 
property, are all left unmentioned. For the fiscal year ending 
June 30, 1921, this service, of which the taxpayers of the 
United States paid the great bulk of the cost, attracted a total 
traffic of nearly 250,000 tons, a negligible fraction of the tonnage 
carried by the railways running alongside the river at rates 
calculated to cover not mere movement but total costs. 

The famous Erie Canal has been toll free for forty years. 
Recently the State of New York has spent about $160,000,000 in 
improvements which amount to practical reconstruction of the 
main canal and its feeders. The canal is now capable of accom- 
modating boats with a capacity of 3000 tons. In the year 1920 
the total traffic passing over it was under 1,500,000 tons. It 
included 4,000,000 bushels of grain, “‘ about 2°84 per cent. of all 
the grain received by the Port of New York,” the rest being still 
carried by the railways at a rate only fractionally higher. 
Clearly, if the canal traffic had, like the railway traffic, to bear the 
capital and maintenance cost, and not merely conveyance charges, 
the canal rate would need to be far higher than the railway rate. 
And yet the newspapers in the State of New York and their 
readers are convinced, equally with those of the Mississippi 
Valley, of the superior economy of water carriage. 

If we turn to the means of communication under the control 
of the Post Office, we find again the same absence of guiding 
principles as in the case of communication by road and railway 
and canal. The Postmaster-General tells us that the Post Office 
must be “ self-supporting,’ Apparently he regards the state- 
ment as an axiom, for he gives no reasons. That the maintenance 
of the various forms of communication controlled by the Post 
Office is a public interest, will not be questioned. Adequate 
postal service, say in Sutherlandshire, ought no doubt to be 
given. It can hardly be expected to be self-supporting. On 
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what ground is the loss to be charged on the users of the London 
local service rather than on the public at large? And yet, further, 
what reason is there, beyond the fact that the Postmaster-General 
controls all three services, why the users of the postal service 
proper should be required to meet the deficits on the telegraphs 
and the telephones? Would the Postmaster-General’s principle 
carry him one stage further, and, if the functions of the Minister 
of Transport were transferred to the Post Office, as the Chancellor 
of the Exchequer recently suggested, entitle him to call upon the 
postal revenue to meet any portion of the pledged contributions 
to road maintenance which the motor licences fail to cover ? 

The Postmaster-General’s dictum is not accepted as an axiom 
in other countries. The United States Budget for the current 
year estimates that the Post Office expenses will exceed the 
revenue by $89,000,000. The Post Offices of Germany and France 
are parasites on the railways, which are required by law to carry 
mails, and in Germany parcels also, free of charge. Nor does the 
Treasury see eye to eye with the Postmaster-General in this 
matter, for ever since the days when Charles II granted a monopoly 
of the Posts to his brother, the Duke of York, the Post Office 
has been treated, not as a self-supporting institution, but. as an 
engine of taxation. In the last sixty or seventy years it must 
have turned over to the Exchequer net profits of something like 
£200,000,000, even after performing gratuitous services, now 
estimated as worth nearly £30,000,000 per annum, for other 
branches of the Government. Whether it is right that the Post 
Office, as a whole or in each of its separate departments, should 
be self-supporting, is a question which need not be answered 
here. The point is that there is need for more clear thinking 
on the subject. 

Another illustration of this need is to be found in the special 
case of the Parcel Post. When the Post Office first undertook 
the carriage of parcels, it made an agreement with the railway 
companies by which 55 per cent. of the receipts from all parcels 
carried by railway should be handed over to the companies as 
payment for their share in the work. Many years afterwards, 
the Post Office discovered that, if on certain populous routes, 
e.g. London to Brighton or Reading, it carried the parcels by 
road, it could retain for its own benefit the whole receipts, and 
that its expenditure for carriage would be less than the 55 per 
cent. which would have to be paid to the railway companies if 
the parcels went by rail. Good business doubtless, if that were 
the whole story. But observe the implications. The cost of 
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actual conveyance on the railways would have been very small; 
the parcels are carried by road; the ratepayer pays for the result- 
ing wear of the road; and the railway companies, having lost their 
net revenue from the business, are entitled to claim from the 
Rates Tribunal an increase of rates on other traffic to recoup 
them for their lost profit. 

In respect of shipping, the accepted theory is that the traffic 
shall bear the total expense, including provision and maintenance 
of that portion of the road—the docks and approach channels— 
not provided and maintained free by nature. In the great ports, 
such as London and Liverpool, the theory is acted on. But 
there are many exceptions. The railway ports as a rule do not 
pay their way, and the deficit is charged against the railway 
revenue proper. And not a few localities—Bristol, Manchester 
and Preston, for instance—charge a portion of the cost of their 
terminal facilities upon the local rates, believing themselves to 
be recouped by the indirect gain to the community from the 
development of the port. 

Shipping subsidies have too long and involved a history to be 
more than mentioned. Sometimes they are payments in return 
for a right to commandeer for war purposes, or for structural 
modifications valuable only when the ship is employed in warfare, 
but more usually they are defended either on the “ infant indus- 
tries” theory, or on the ground that the existence of a merchant 
fleet is in the interest of the whole nation, and in competition 
with rivals more favoured by nature can only be maintained at 
the expense of general taxation. But in this matter the policy 
of a nation is determined not so much by itself, as by the action 
of other nations. The subsidies to air service, telegraph lines and 
cables, stand on the same footing. Here, too, one nation may 
force the hand of another. It has been authoritatively stated 
recently that the English air service between London and Paris 
might be self-supporting to-day were it not that the competition 
of heavily subsidised French services has forced down the charge 
to the passenger below the point which covers the total cost. 

One thing this summary makes clear. No general principle 
can be disentangled from the different treatment by different 
Governments at different periods of the various means of com- 
munication. Nor would the present writer venture to suggest that 
there is any general principle capable of universal application, 
though perhaps some rules for guidance in a work-a-day world 
may be put forward in the following shape. 

There is a real distinction between the cost of providing a 
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means of communication, which is of general—or at least of wide 
—public benefit, and the cost of its use, which normally benefits 
only the particular users. There is, therefore, no a priori objection 
to charging upon the public at large, or upon certain sections 
of the public, the whole or a portion of the cost of provision. 
And especially in the case of new countries or new forms of 
communication, it may be in the public interest that this should 
be done. On the other hand, the practical difficulties are so 
great that, if the users can and will in practice pay the total 
costs, it is best to leave them to do so. 

But it is incumbent upon the Government so to shape its 
policy as to encourage that means of communication which in 
each case is on the whole the most economical to the community 
at large. To permit individual users to employ a means of com- 
munication which, thovgh the total cost is greater, is cheaper to 
them, because they can impose upon the taxpayer or ratepayer a 
portion of the cost, is economically unsound. Yet our Govern- 
ment—as indeed all Governments—does this. Having regard to 
the great increase in the costs of communications in the last few 
years, and the still greater increase in the share of these costs 
that is falling upon the public, it is submitted that the time is 
ripe for a reconsideration on broad lines of the policy of the 


past. 
W. M. AcwortH 
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THE POLISH MARK IN 1921 
A STUDY IN EXTERNAL AND INTERNAL VALUES 


THE mark currency was introduced into Poland by the 
Germans in 1916 during their war-time occupation of the country. 
In that year the Polish National Loan Bank was set up and was 
given the right of issuing bank-notes. It continued to exercise 
this function after the collapse of the Germans in November 
1918, and in return for this privilege it made advances to the 
National Government. Thus the Polish mark came into being; 
during the course of the year 1919 it was brought into general 
use throughout the Polish lands. 

In 1919 and 1920 the issues of paper currency proceeded steadily. 
The necessity for this was, partly, the increase of the area over 
which the currency had to circulate ; but the expansion chiefly came 
about in order to enable the State to pay its way at a time when 
the machinery of Government had not been organised. Provisional 
Budgets for the periods January to June 1919, July 1919 to March 
1920, and April to December 1920, all showed large excesses of 
expenditure over revenue, and the balance had to be made up by 
fresh advances from the National Loan Bank and further issues 
of notes. 

The external value of the currency was, meanwhile, declining 
continuously. The Warsaw rate on London, which was at 44 
at the end of January 1920, rose to 445 by the end of the year, 
and to 2150 at the end of 1921. The Budget of 1921 did not 
appear until the end of July. It showed an estimated deficiency 
of 73 milliards. Income covered only 65 per cent. of the total 
expenditure ; and, in fact, the deficit had to be made up to a large 
extent by issues of paper currency. The Budget estimates, 
however, were themselves falsified by the further fall in the 
value of the mark. Prices rose, and the cost of living increased, 
necessitating adjustment in the salaries and wages of officials, 
railway staff, and other State employees. State income was 
swelled to a certain extent; but not sufficiently to balance the 
rise in expenditure. 

Continuous inflation was not the sole cause of the depreciation 
and fluctuations of the mark. Political factors worked powerfully 
to this end during 1921, and were aided by much reckless specula- 
tion. Relations with the Russian Soviet Government were in a 


very precarious state early in the year, though there has been 
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marked improvement lately. But the Upper Silesian controversy 
proved to be the greatest difficulty. The crisis reached its height 
in September and October, and it was at this very time that the 
mark sank to its lowest level. In the latter part of October came 
the award of the League of Nations, and the mark recovered to a 
certain extent, its external value doubling as rapidly as it had 
fallen before. The inter-relation existing between the external 
value of the mark and the volume of paper in circulation is shown 
by the following table :— 























TABLE A 
Rate of | Advances Increase Increase 
Rate of exchange to the State over over 
End of exchange on New by the previous Notes in previous 
the month. on London. York. Bank. month. circulation, month. 
(Milliards.) | (Milliards.) | (Milliards.) | (Milliards.) 
December 1920 . 2,150 620 59-6 — 49-4 _ 
January 1921. 2,900 750 65-6 6 55 56 
February so 3,300 830 77-1 11-5 62-6 7-6 
March eo 3,250 800 88-6 11-5 74 11-4 
April ig R 3,400 810 106-6 18 86:8 12-8 
May pecs oa 4,100 1,030 117-6 iy 94-6 7:8 
June a2 8,150 2,075 130-6 13 102-7 8-1 
July feadte 7,300 2,100 140-6 10 115-2 12-5 
August ae 11,000 2,855 158 17-4 133-7 18-5 
September ,, . 24,000 6,550 178 20 152-8 19-1 
October o * 13,000 3,100 198-5 20-5 182-8 30 
November ,, . 14,200 3,500 214 15-5 207 24-2 
December ,, . 12,350 2,900 221 7 229-5 22-5 














What has been the effect on prices of this continuous increase 
of the circulation, and of the fluctuations of the rate of exchange ? 
It will be seen that both these factors affected the course of prices. 
The figures given below show that, on the whole, wholesale prices 
of the staple commodities, wheat, rye, and potatoes, rose to a 
maximum in the last days of October and then declined somewhat 
during the last two months of the year. 


TABLE B. 
Wholesale prices in Warsaw (marks per kilogram).+ 








End of the month. Wheat. Rye. Potatoes. 
April 1921 . ‘ ‘ 100 80 8-1 
May ae : : 77 60 8 
June ap oe ; . 95 82 15 
July mn 8 a F 110 76 22 
August aa , ? 90 72 26 
September ,, . ; ‘ 120 76 30 
October  % é ‘ 170 88 32 
November ,, . : . 120 76 30 
December ,, . : ; 115 74 30 














1 Figures are taken from those given in the Polish Statistical Monthly and 
Monthly Review of Labour, both published by the Polish Central Statistical Office. 
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Sometimes the influence of the element of supply overrides 
that of the fall of the mark. Corn prices in August and September, 
for instance, were depressed by the plentiful supply of the harvest. 
The general course of retail prices is shown in the following 
table :— 


TABLE C. 


Retail prices (in marks) in Warsaw at the close of each month 
in 1921.1 












































1920. 

Dec. | March. | June. | July. | Aug. | Sept. Oct. | Nov. | Dec. 
Rye Bread per kg. 86 145 120 145 140 154 | 174 150 140 
Barley Meal ye 87 100 106 122 148 159 214 170 159 
Potatoes “ 9 15 30 49 33 50 50 49 44 
Cheese (cheap quality ” 127 155 137 183 223 275 380 290 317 
Eggs each IZ 10 11 13 13 33 36 25 35 
Milk per litre 35 40 38 52 74 85 120 125 135 
Beef per kg. 135 195 270 310 338 340 340 330 370 
Tea (cheap quality) os 130 aa — — 1,100 | 1,900} 1,500 | 1,586 | 1,586 
Coffee (substitute) * 54 102 125 160 137 200 223 165 180 
Sugar pe 61 73 83 83 90 230 700 720 700 
Soap “ 130 166 240 236 275 850 770 540 500 
Matches per box 2 _ “= — 5 — 10 10 10 
Suit of Clothes 7,300 | 11,125 | 15,300 | 19,200 | 24,000 | 35,000 | 35,000 | 32,000 /52,000 
Boots, Men’s pair 2,825 | 3,640 | 4,600 | 6,460 | 7,400 | 12,000 | 12,700 | 9,890 | 9,800 
Rent of one room per day 30 96 96 96 96 | 180 180 | 240 240 

} 








Maximum prices were attained in the majority of cases during 
the last week in October. This was very noticeable in the case 
of food-stuffs. Cereals, both wholesale and retail, dropped quickly 
early in November, and have since then been as much as twenty 
to twenty-five per cent. lower, though still far from stable. Some 
commodities actually rose in price after October—notably tea 
and the better sort of coffee. Sugar, which is under control, 
has not much altered. Prices of clothing also fell at the end of 
the year, and fuel cheapened. The greatest increases in the first 
ten months are, naturally, found in the case of imported goods, 
where the price multiplied eight or ten times. Clothing and 
other non-food commodities increased five or six times in price, 
dairy produce about three times, and cereals only two to two-and- 
a-half times. 

From these figures we get some idea of the rise in the cost of 
living. The Polish Statistical Bureau issues a monthly figure for 
the cost of living. It will be seen that the general cost of living 
increased by four-and-a-half times in the first ten months, and 
the cost of food rather less than four times. Since October, while 
some prices have risen, many others have dropped, and there 

1 Figures are taken from the Monthly Review of Labour, and from lists of 


prices published from time to time in the Warsaw Press. 
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was by the end of the year a fall of about four per cent. in the 
general cost of living. 

It is interesting to compare these figures with typical examples 
of rates of wages. Rates, it must be remembered, vary with 
locality and in different trades, and this is especially true in times 
of rapid rise of prices, when new wage settlements quickly succeed 
one another and are made at different times in different industries. 
The following table combines figures for the estimated cost of 
living, the rise in prices, and certain typical rates of wages. In 
order that the influence of currency inflation on wages and prices 
may be seen, the increase in the circulation is shown in the last 
column as a multiple of the notes issued on the last day of 1920. 














TABLE D2 
Index num- Increased cir- 
ber of com- culation 
modities Wages per | Wages per shown as a 
Daily cost} ordinarily | Daily cost| day of day of multiple of 
of living, | used by a | of foodin| qualified | qualified | Wages per| the circula- 
in marks, | working marks of | workman | workman | day of an tion in 
of a family family. a family in the in the unskilled marks on 
End of of four January of four metal building | municipal | 31st Decem- 
the month, persons. | 1914 = 100.| persons. trade. trade. workman. ber 1920. 
(49-4 mil- 
liards in 
December 1920 357-6 11-173 2373 218 352 212 circulation 
on 31st Dec, 
1920) 
January 1921 450-7 14,084 304-2 470 596 322 1-1 
February ,, 544-8 17,024 385-1 592 684 448 1:3 
March ss 575-2 17,974 397-9 716 824 490 1:5 
April 9 551-8 17,244 383-7 716 872 528 1-75 
May ° re 573-1 17,909 394-9 716 872 496 1:9 
June Ba 648-7 20,270 428-2 716 872 533 2-1 
July aK 822-7 25,709 552-4 859 988 566 2-3 
August fi 973 30,407 642-5 859 1,244 718 2-7 
September ,, 1,274 39,817 7348 1,245 1,468 965 3-1 
October va 1,557 48,658 909-6 1,631 1,924 1,222 3-7 
November ,, 1,524 47,628 918 1,631 2,348 1,543 4-2 
December _,, 1,495 46,740 890 1,631 2,296 1,543 4-6 























From these figures it is possible to obtain some idea of economic 
conditions during this period of inflation. The external value of 
the mark, as measured by the daily rate of exchange, fell steadily 
for the first nine months, ending with a deep dip in September; 
then it rose sharply at the end of October and was, generally, 
more stable during the last two months. The volume of paper 
currency in circulation increased by leaps and bounds. Prices 
showed the influence of both these two factors, but rather lagged 
behind the great fall and recovery of the exchange in the autumn. 
The peak was reached at the end of October, and since then there 

1 The figures in the second, third and fourth columns, showing cost of living, 


and those in the fifth, sixth and seventh, showing rates of wages, are taken from 
the Polish Monthly Review of Labour. 








a mst = s&s = ew 





NE 


he 


les 


es 








1922] THE POLISH MARK IN 1921 167 


has been a slight falling off. Comparing the influence of the two 
factors of exchange fluctuations and currency inflation respec- 
tively, we may say that the trend over the whole year was 
upward, closely following the successive increases in the circula- 
tion, but that in September and October the influence of the 
external rate was strong enough to cause the abnormal rise and 
fall of those months. In general, however, it is clear that 
inflation was the stronger influence of the two. Wage-rates 
followed prices closely on the whole; they reached a maximum 
about the end of October and beginning of November, and 
thereafter remained approximately stable. 

The rise in prices actually outstripped the rate of inflation of 
the currency from July to November, and this was unquestionably 
the direct result of the catastrophic fall in the rate of exchange. 
The connection between the external rate and the level of prices 
was largely a psychological one. Traders and others had begun 
to follow the daily rates closely, and assumed that these rates 
gave a rough idea of the real purchasing power of the mark. This 
was not really true, as will be shown later; but there had been in 
the first half of the year a fairly constant relation between the 
two. So wholesale prices and even retail fixed prices leaped 
upwards, following the soaring exchange rates. The prices of 
commodities that had to be imported from abroad were of course 
even more directly influenced by the external purchasing power 
of the mark at this time. During November and December, 
however, after the mark’s partial recovery, prices and note issues 
came once more to show approximately equal increases over their 
level at the beginning of the year—that is, rather more than four 
times the corresponding figure for the end of December 1920. 
Wages seem by the end of the year to have increased a little more 
rapidly, though the unskilled labourer, apparently, could even 
then barely make both ends meet on his normal wages. On the 
whole we may conclude that at the end of the year the decrease 
in the purchasing power of the Polish mark was almost exactly 
proportional to the increase in the volume of the circulation. 

Quotations of prices and wages in depreciated currency are, 
however, always misleading, because if we endeavour to convert 
marks into sterling, according to current rates of exchange, it is 
apt to give results that are almost ridiculous and that do not help 
us in the study of internal economic conditions. An attempt is 
therefore made in the table below to arrive at some truer expres- 
sion of the internal purchasing power of the mark relative to 
sterling :— 
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TABLE E. 
Cost of 
living 
Index index- 
Weekly | Estimated number | number 
cost of average for com- | given in External 
living in| weekly Ratio: | modities The Ratio: | value of 
Warsaw | cost of jestimated | ordinarily} ‘Labour | estimated|the mark :| Ratio of 
for family} living of | relative used. ‘Gazette, | relative | rate of | external 
of four | aworking| purchas- | January July purchas- | exchange | to mean 
End of the persons | family in jing power| 1914 = 1914 = | ing power}; on Lon- | internal 
month. (marks). | England. i, 100. 100. Il. don. value. 
£ 
December 1920 2,503 5-3 474 11,173 265 422 2,150 4:5 
January 1921 3,155 5 631 14,084 251 561 2,900 4°9 
February ae 3,814 4:8 795 17,024 241 706 3,300 4-4 
March n 4,026 4:7 857 17-975 233 771 8,250 4 
April vs 3,863 4-6 840 17,244 228 756 3,400 4:3 
May fs 4,012 4-4 912 17,909 ¢ 818 4,100 4-7 
June ss 4,541 4-6 987 20,270 219 26 8,150 8-5 
July 5,759 4-4 1,310 25,709 222 1,158 7,300 6 
August id 6,811 4-4 1,548 30,407 220 1,400 11,000 75 
September ,, 8,918 4:2 2,123 39,817 210 1,900 24,000 11-9 
October ed 10,899 4-1 2,658 48,658 203 2,397 13,000 5-1 
November ,, 10,668 3-9 2,735 47,628 195 2,442 14,200 5-5 
December ,, 10,465 3-8 2,754 46,740 192 2,484 12,350 5-1 























It will be observed that two different bases have been taken 
for the calculation of the relative purchasing power of the Polish 
mark and sterling. The first is that of cost of living. For 
Poland the figures are the same as those shown in the second 
column of Table D above; it has already been pointed out that 
they vary approximately according to the volume of marks in 
circulation, with an important exception in the period from July 
to November. For the United Kingdom, the figures are based 
upon a roughly estimated budget of a working family before the 
War, details of which are to be found in The Labour Gazette of 
February 1921; the percentage increases for the various classes 
of commodities are shown in the same publication each month. 
The general percentage increases in prices are shown in the fifth 
and sixth columns, the Polish figures being those shown in the 
third column of Table D. Two sets of ratios are thus obtained, 
the former based on cost of living, the latter on increase of prices. 
These monthly ratios are expressions of the relative purchasing 
power of sterling as against the mark at the different dates. The 
two sets of figures differ somewhat, the cost of living ratio giving 
a higher value to the pound than the price ratio; this difference 
can sufficiently well be accounted for by the vagueness of the 
term “ cost of living,’ and the uncertainty regarding the weights 
that should be given to the different factors of which it is com- 
posed. The general tendency of this internal purchasing ratio 
is, however, clearly revealed—the continuous fall of the purchasing 
power of the mark relative to sterling. 

This decline of the internal purchasing power of the mark is 








of 


in 
al 








1922} THE POLISH MARK IN 1921 169 


no less conspicuous than that of its external value as shown by 
the current rates of exchange. The two, however, differ widely, 
and it is important to have clearly in mind this distinction when- 
ever we have to think of the value of the currency of one country 
in terms of that of the other. In the last two columns of Table E. 
this distinction is made much clearer and a comparison is made 
between the internal purchasing ratio and the external ratio as 
disclosed by the rate of exchange on London at Warsaw during 
the year. The enormous gap between the two is at once apparent. 
It seems that, normally, throughout the year, the external value 
of the mark was one-fourth to one-fifth of its internal value. 
But during the months June to September, when the rate of 
exchange fluctuated enormously, the proportion at one time 
fell as low as one-twelfth. This period coincided exactly with 
the crucial days in September and October, when, owing to 
political difficulties originating in the Silesian controversy, move- 
ments on the European exchanges were thrown into complete 
disorder. 

The disadvantages resulting from this great gap between 
external and internal purchasing power are sufficiently clear. 
The whole position is abnormal; and if it were not for the fact 
that inflation has not ceased,! such a state of things could not 
continue. The two values must sooner or later coincide. Hence 
arises the instability of the economic outlook. Importation 
becomes almost impossible, and this is particularly serious for 
Poland, because it is above all essential that she should reconstruct 
her industries which the War destroyed, and machinery and tools 
of all kinds are urgently required. From an internal point of view 
Poland is more fortunate in that she is to a very large extent self- 
supporting. Her harvests are sufficient to feed her population 
and her industries cover a wide range—textiles, coal, oil, iron and 
steel, chemicals, leather and wooden goods. It is no doubt due 
to this self-sufficiency that normal life can be carried on in spite 
of the great and continuing divergence between the external and 
internal values of the currency. But stabilisation and the end 
of paper issues is clearly essential and must be undertaken at any 
cost. This demands the most drastic economy and the most 
careful imposition and collection of the necessary taxation. The 
most expert advice is required. Fortunately, a determined effort 
is actually being made, and it is to be hoped that the capital levy 
being raised now and the other measures proposed will prove to be 





1 Since the end of 1921, the position has improved; and the increase in the 
paper circulation has been comparatively small. 
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a step towards establishing a solid basis for the prosperity and 
welfare of the community. 

The course of the depreciation of the Polish mark is deserving 
of study not only from the point of view of the prosperity of the 
Polish people—a people whose welfare is of the greatest importance 
for Europe—but also as showing the results of a certain set of 
influences on a currency that consists solely of paper without any 
form of metallic backing. The particular influences in question 
are first excessive issues of money by the State, and secondly 
certain violent outside political movements the importance of 
which always tends to be magnified by the inevitable speculation 
on the “ bourses.”” The case of Poland is admittedly abnormal, and 
the year 1921 was abnormal. But as an extreme example, the 
course of the Polish mark in 1921 serves to give an illustration of 
the working of principles of quite general application, the results 
of which are making themselves manifest in half at least of the 
countries of Europe at the present day. 

Joun Husert PENSON 
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AMERICAN VIEWS ON THE EUROPEAN PROBLEM 


America and the Balance Sheet of Europe. By J. F. Bass and 
H.G. Movutton. (New York: The Ronald Press Company. 
1921.) 

International Finance and its Reorganisation. By E. M. Friep- 
MAN. (New York: Dutton & Company. 1921.) 


Proposats to deal with the international financial results of 
the war succeed each other quickly; and these books present the 
problems as they appeared at the end of 1921. The reparations 
question has already been modified, and may have been modified 
again by the time this review is printed. It is generally believed 
that this year must see a reduction to terms which the im- 
poverished trade of the world can carry, or a smash; and that 
the action of America will have a profound influence on which of 
these results emerges. To the realisation of the oncoming issue 
these books contribute in different ways; the former by a care- 
fully built-up, though popularly written, study of the development 
of the material and moral aspects; the latter by a compendious 
presentation of the data for judgment. 

The general thesis of the authors of the former work is that, 
while a reversion to the traditional American policy of isolation 
was the inevitable result of the peace settlement, it is just as 
inevitable that economic forces will lead to co-operation with 
Europe in the solution of post-war problems. ‘‘ Europe as the 
controlling element in the world economic situation is a fact 
which simply will not down. ... The paramount American 
issue of the next four years will be the European question.” In 
the readjustment after the period of inflation, “‘ European con- 
ditions will largely determine American conditions,’ and the 
outstanding problem of the world will be “ the formulation of a 
program of international action designed to prevent progressive 
social and economic decadence.” The importance of these 
propositions is their American authorship, and the part which 
they aim at playing in a campaign of enlightenment as regards 
European conditions. “‘ If ever there was a time,” the authors 
conclude, ‘“‘ when the truth is needed to set men free, it is now. 
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If ever there was a time when evasion, concealment, and pussy- 
footing were political virtues, it is not now.” 

There are some notable similarities of both exposition and 
protest between this book and Mr. Keynes’ Revision of the Treaty, 
published at the same time. Especially is this so with regard 
to what Mr. Keynes calls “ the large element of injurious make- 
believe’ which has marked, in his view, the last two years. 
Sunt duae voces, but not geminae, the outside and the inside, the 
former with two tones; and the stinging sentences of the first 
chapter of the Revision of the Treaty are recalled by similar 
pleas for economic sincerity in this American study. The 
modern politician, says Mr. Keynes, ‘‘ must have enough intellect 
to understand the inside opinion, enough sympathy to detect 
the inner outside opinion, and enough brass to express the outer 
outside opinion.” So our American authors see two strata of 
policy, one fabricated for public consumption, the other for the 
information of Foreign Offices only. What hope is there, they 
ask, while fundamental illusions as to reparations and Allied 
debts, are discussed frankly “‘ only in undertones and in inner 
offices’? ? As a contribution to plain speaking, and as a plea 
for ideals in future international policy, their book fulfils its 
mission; it is remarkably complete in material, clear in arrange- 
ment, and adapted to the needs of the general reader. 

The first part deals with “ the situation as it really is,” taking 
as indices the depreciation of exchanges, the state of foreign 
trade, the national debts and budgets, and the banking reserves. 
Some of the conclusions of this statistical study have not been 
borne out—for example, as regards the British budget; but the 
reactions on each other, since the conclusion of the post-Armistice 
boom (the ‘ hand-to-mouth trade’), of the depression, the 
budgets, and the currency are very plainly set out, and call for no 
comment. The authors see no immediate signs of recovery from 
the “‘ credit debauch”’; the depression, unless strongly handled, 
will get worse. There is no single point at which a remedy can be 
first applied; it is a question of all-round policy. And even then 
trade, which has lost confidence, will require an ‘‘ initial whirl ”’ 
to set its engine running, which the authors believe will come 
from schemes of public works. This is not a very strong con- 
clusion. It has been common, in course of the depression, to 
indicate the volume of available public works which might be 
put in hand, “ available ” being taken to mean that their necessity 
in the future can be foreseen. In that sense, it is difficult to set 
a limit to what is available. But in fact what is available is 
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what can be financed; and this has now been so fully explored 
that the revival is hardly likely to depend on it. 

The Labour aspect of the question is more particularly dealt 
with in a somewhat inconclusive chapter on “‘ Economic and 
Social Disintegration.’ The inference (p. 132) that since the 
British people spent in 1920 seven per cent. more of the national 
income on food, drink, tobacca, dress, etc., therefore ‘‘ they lived 
substantially better,’ is plainly erroneous. What does follow 
from the general facts is that, since the nation as a whole is 
poorer than before the war, any class which, as shown by an 
index number of wages and prices, obtains the real equivalent of 
1914, gains relatively to the rest of the nation. One may agree, 
however, with the authors’ contention as regards the burden 
of subsidies, especially the growing unemployment doles. Con- 
ditional as they now are on idleness, a way may yet be found of 
using them as subsidies to wages, enabling employers to cost 
down to a level which will tempt the market. The administrative 
difficulties are obvious, and could be faced only if there were 
great devolution of responsibility for unemployment. Another 
problem suggested by this chapter is the relation of the Labour 
side to the finance side of revival. Is “ getting to work” the 
critical point in the chain, as Mr. Brand argues ?—healing by the 
auto-suggestion of confidence? There are unemployed boot- 
makers and textile workers, each class of them having a need for 
the products of the other, and each willing to supply the need. 
If they would only start, would not the machine get under way, 
and the finance adjust itself? This paradox of unemployment 
is not so simple. The mutual support of effective demand can 
only be brought about so far as the unemployed classes are 
absorbed in the general processes of industry; they cannot 
mutually support each other, and the hitch may be in factors 
remote from both. As finance becomes more abnormal, it becomes 
to a less degree an index, and to a greater degree a controller of 
industry; it will not at present ‘“ give” to a mere industrial 
push. The outlook of Labour in these times has to be wider than 
the economics of industry; the capitalist is not the terminus of 
the argument. Anyone involved in wage negotiations appreciates 
the new perplexity. On the other hand, while problems of high 
finance have their far-reaching influence on helping industry to 
work, the pause is a right time to consider what in industry may 
be made more workable. The ““ New Order’? now makes more 
circumscribed but very definite claims; their settlement is an 
essential aspect of revival, taking a long view of it. The authors 
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are somewhat negative on this point; they think the possible 
spread of Bolshevism; *s a real danger, but would prefer “ a more 
propitious time ” for important industrial changes. 

Part-II deals with ‘“‘ The Reparations Dilemma,” and especially 
with the duty of the United States to ease the European position. 
In the chapter on the : ‘istory of the Reparations Settlement, they 
do not make it clear that the final terms merged the balance of 
12 milliards due on May 1, 1921. They point out that the 
sequestration of German property abroad is a less gain to the 
Allies than a loss to Germany, since the value of such property 
depended on a German organisation of which it was part. The 
treatment of the question of Germany’s ability to pay is under 
the same headings as that of Keynes (Revision, p. 72). Their 
calculation, which must be taken as illustrative, of the balance 
of exports, is based on 1913 figures of values, multiplied by two, 
and diminished by a third for loss of territory and resources. 
Keynes’ calculation (Revision, pp. 73-4) is a post-war one, but the 
general ratios are comparable. With the productivity of labour 
undiminished, and everything running full, and gold prices at 
twice pre-war, German exports must increase about 30 per cent. 
to 13-5 milliards, while imports decrease about 25 per cent. to 
8 milliards. The authors conclude that this, or any likely 
adjustment of it, is out of the question, and accept Keynes’ 
estimate of 40 milliards over a period of years as “‘ a very generous 
one.” As to the finance of the operation,to pay 4 milliards a 
year would, they conclude, require up to 20 per cent. of the 
national income, agreeing again with Keynes, who gives 43 per 
cent. in taxation all over, of which half is for reparations. In 
fact, the Budget estimates for 1922 require for reparations and 
armies of occupation over 50 per cent. of the net expenditure, 
143 out of 265 milliards, of which only 16 milliards is expected 
to be covered from revenue. This is prior to the Allies’ demand 
for an extra 60 milliards of taxation. In the opinion of the 
authors, even Great Britain in the boom year of 1920 could 
have paid out of revenue only about a third of the full require- 
ments imposed on Germany by the settlement. As to the 
willingness of the Allies to take payment in goods, tariff policies 
are the reply. Reparation bonds could not, they think, be 
marketed in the United States at more than 50. Even the 
Wiesbaden agreement may raise difficulties ; and I find a February 
report of the Paris Chamber of Commerce protesting on the 
ground that, “‘ though offering certain financial advantages, it 
will only increase the disabilities from which certain French 
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industries are now suffering, that it will diminish French pro- 
duction, and offer a premium on Germ _ imports.’”’! Hence 
the picturesque summary of the position which the authors 
quote: ‘‘ We believe Germany should be forced to pay; we 
doubt whether she can pay; but, if we find that she can, by 
jingo we won't let her.” 

They do not regard further credits to Europe as a natural 
solution. They doubt the efficiency of the Ter Meulen plan, 
till European budgets balance and governments can _ give 
effective guarantees. Nor do they hope for stabilisation of 
exchanges, which are likely to be alternately bulled and beared 
by credits, debts, and reparations, apart from the influence on 
currency of unbalanced budgets. Having piled up this impasse, 
what is their American view of the way out ? 

Their central demand is for the cancellation of all war debts 
between governments. These, however, have not hitherto 
affected exchanges directly; although the large impending totals 
may create or enhance a sense of financial despair or recklessness. 
Their appeal to America is mainly on the moral issue. ‘‘ There 
is no more reason why we should charge the Allies for materials 
and supplies than for the cost of our army.” ‘‘ From the time 
of the sinking of the Lusitania the war was America’s concern.” 
“ Kurope had utilised practically all of her available resources 
before the United States officially entered the war.” But for 
America, the war would have been lost. 

This is a proposal to redistribute the costs of the war, so as to 
increase the burden of those nations who lent most. It is a sort 
of capital levy, but very roughly assessed. The moral argument 
is not easy to sustain; it would perhaps be better put as a 
“sporting” thing to do. There is a business aspect even of 
crusades; and if claims are to be sacrificed after the event, it 
would rather be of the rich against the poor than of one nation 
against another. That a good deal of argument is possible is 
shown by the discussion of the question in the second of these 
American contributions to the financial problem. The chapter 
on Inter-Allied Debts is a defence of the official and often repeated 
American attitude on the matter. That England cancelled 
nearly all her Allied indebtedness after the Napoleonic war is, 
the author thinks, no parallel, the Allied debt being then only 
6 per cent. of the war costs, while to the United States it is about 
30 per cent. The American loans were floated and dealt in on 
the understanding that they were not subsidies, but formal 


1 Economic Review of the Foreign Press, 1922, p. 286. 
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obligations, and the market has relied on most definite and 
repeated assurances on the point. But is it not an answer to this 
that the cancellation of the debt could only be made by Congress 
itself, and not by any officials whatever? I doubt also the argu- 
ment that England and France received loans when not absolutely 
pressed for them, since, for example, only a quarter of England’s 
foreign securities were mobilised for sale; the crux of the difficulty, 
the author says, being “‘ the readiness with which a too generous 
creditor advanced much more than the debtor's condition 
warranted.” The fact that some of our remaining capital was 
foreign does not show that we could have sold it with less sacrifice 
than the same amount of home capital; the distribution of our 
resources is not the question, but their adequacy ; to a considerable 
extent, foreign investment was the basis of essential imports of 
food. Mr. Friedman makes stronger points in testing ability to 
pay by reference to the military items in European budgets— 
“the belief of the Sandwich islander that the spirit of the slain 
enters the victor’s body and strengthens him;” and to the 
German reparations account which, if really thought payable, 
must surely mean that France with all her gains can pay 
America one-tenth as much. Again, it is of course true that 
America had least to gain, and was always regarded as an 
associate rather than an ally. Mr. Keynes’ remark on the 
‘intolerable result’? of the Allies paying indemnities to each 
other instead of receiving them from the enemy, is replied to with 
the contention that, in effect, the Allies must meet the debts 
somehow, if not as between nations, then as between citizens in 
creditor countries. The war debts of Europe, Mr. Friedman 
finally claims, are America’s “ last hostage for a righteous peace.” 
Against anything but the “‘ crusade” idea, combined with the 
sporting spirit, Mr. Friedman's case is on the whole quite good. 
It is to be remembered, however, that President Wilson, in 
calling the American troops crusaders, was expressly indicating 
his distinction between them and any others; and this would 
be a good reason for insisting, from our side, on making payment 
to the last dollar. 

Neither of these books considers the more recent proposals 
to merge reparations and debts in one scheme. Mr. Lloyd 
George’s Paris suggestion in 1921 to act as if the debts did 
not exist (‘if the creditor does not worry me, I do not worry 
the debtor ’’) has now been nipped by the definite presentation 
of the American claims; in possible anticipation of which the 
Press flew the kite of a contingent German liability, for part of 
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the reparations, reducing the effective liability to 45 milliards. 
This meant that Europe was to say, loudly enough for America 
to hear, that if the financial system in Europe broke down under 
the attempt to exact full payments, the responsibility would be 
on America; a result which would make her an arbiter in Europe 
almost as much as if she made remission dependent on her 
approval of the limits set to military expenditure in European 
budgets. On the other hand, the variant of this scheme, that 
Germany should take over European liabilities to the United 
States, is tantamount to the marketing there of reparation 
bonds with a double endorsement; but the real problem is the 
power to absorb them in any case. And will this really improve 
the trade and exchange aspect of the question, since Germany 
will pay America with drafts on other countries, against exports 
which in general will still be forced? ‘It is good business,” say 
Messrs. Bass and Moulton, ‘‘ to cancel the debts’’: and this is 
the best ground to take, to avoid undesirable international 
relationships. In the end, the reason for this is that questions 
of reparation for injury and of indebtedness do not work out 
between nations as they do between individuals; the reply of 
the Allies to the observations of the German delegates on the first 
draft of the Treaty affords a good study of these differences. 

The currency proposal of Mr. Bass and Mr. Moulton is for the 
destruction ‘“‘in carload lots” of certain European currencies, 
whose depreciation is already a practical repudiation; and for 
the re-establishment of the gold standard by the distribution, on 
loan or deposit, of the excess gold of neutrals and America. 
Normal processes of restoration appear to them too slow. Some 
such use of the gold supply seems likely to be the outcome of 
subsequent discussions, which it is needless to anticipate here. 

D. H. Macerecor 











THE BANK CRISIS IN ITALY 


Tue life, death and miraculous resurrection of the Banca 
Italiana di Sconto deserve a somewhat detailed consideration, 
for in describing them light will be thrown on certain aspects 
of the Italian financial system, of whose tendencies they exhibit 
the extreme consequences. 

The Banca Italiana di Sconto (Italian Discount Bank) is of 
recent origin; it was founded at the end of 1914 by a group of 
Italian and French financiers with an initial capital of only 
15 million lire; its real and effective banking activity did not 
begin until June 1915, when it was amalgamated with the 
“ Societa Bancaria Italiana ” of Milan and the “ Societa Italiana 
di Credito Provinciale’’ of Busto Arsizio. Of these two, the 
first was an unstable concern, which not long before had only 
escaped bankruptcy through the intervention of a consortium 
of banks headed by the Banca d'Italia; the second was a recent 
amalgamation of several small local banks. During the war the 
Banca Italiana di Sconto developed enormously, and to this 
development corresponded the gradual increase of its capital 
to 315 millions and the opening up of branches in every part of 
Italy and abroad. Whereas in Italy the tendency of the banks 
to group together has mostly taken the form of a concentration 
of minor banks round a larger one, the former preserving their 
autonomy and subjecting themselves only to an indirect influence, 
the growth of the Banca Italiana di Sconto was largely due to 
the complete incorporation of local banks. The culmination of 
this expansion was reached in 1920, when the branches of the 
Banca di Sconto (which were only sixty-eight in 1915) reached the 
number of 220, eight of which were in foreign countries, besides 
four foreign affiliated banks. This number is remarkable when 
we consider that the other three largest Italian joint-stock banks 
(Banca Commerciale Italiana, Credito Italiano and Banco di 
Roma) had altogether, at the same period, a total of 269 branches. 

The Banca di Sconto thus found itself in the position of an 
amalgamation of a series of small banks, with no nucleus—that 
is, no powerful central institution, able to assimilate the banks 
incorporated by reducing them to a common type. Each of 
these minor banks, though transforming itself into a branch of 
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the Banca di Sconto, kept its organisation, methods and staff 
almost intact, thus rendering impossible that uniformity and 
harmony among the various branches which is indispensable if 
the Central Direction is to run the business on certain general 
jines and to exercise an efficient control. Besides this, the 
scarcity of employees caused by the war and the agreement made 
between the banks, which did not allow of one bank engaging 
the employees of another bank by offering them better terms, 
added to the difficulties of organisation. 

Another initial weakness of the bank arose out of the con- 
ditions of the period in which its activities began. Founded in 
1915, at the very moment of Italy’s entry in the war, and intended, 
in spite of its name, for the business of industrial credit (like all 
Italian banks in the past and the present, after the German 
model), the Banca di Sconto had, a priori, traced the road it 
had inevitably to follow in the development of its plan of expan- 
sion. The only clientéle which a new bank could get was formed 
by the industries which were working on war supplies, and which 
therefore had urgent need of credits for the transformation and 
expansion of their works; besides, the solvency of such customers 
was, for the time being, more than satisfactory, both in view of 
their great profits and of the certainty of finding in the Govern- 
ment an inexhaustible buyer. Among the group of firms supply- 
ing war material, and firms started during the war, which thus 
gathered round the Banca di Sconto, the “‘ Societa Ansaldo ”’ of 
Genoa took an easy first place well ahead of all the others: so 
much so that this company was able to ensure for itself the 
control of the Banca di Sconto through a certain majority of 
votes in the meetings of the bank’s shareholders, being facilitated 
in this by the fact that at the head of the bank there were men 
very closely connected with the Ansaldo Company. From 
thenceforward the fortunes of the Banca di Sconto were indis- 
solubly united to those of the Ansaldo Company, and in fact 
the former followed all the vicissitudes of the latter up to the 
final common disaster. The Ansaldo Company, which, before 
the war, had a capital of 30 million lire and limited its activity 
almost exclusively to metallurgy, became, during the war, the 
largest producer of armaments, so that, at the beginning of 
1918, its capital had risen to 100 million, its field of action had 
extended—also by means of affiliated companies—to engineering, 
to naval and aircraft construction, to mines, to shipping, etc., 
and these concerns taken together employed more than 70,000 
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The bank which had financed this colossal expansion had, as 
was to be expected, very soon engaged all its resources in the 
Ansaldo group to a much greater extent than should prudently 
have been risked with a single firm; and these engagements 
reached such a point at the beginning of 1918 that it was not 
possible to increase them any further. This obliged the Ansaldo 
Company to seek elsewhere for new financial help and to find 
some support which would relieve the Banca di Sconto from the 
precarious position in which it now found itself. The most 
simple and convenient solution was to extend the method already 
tried with success on the Banca di Sconto, by getting possession 
of another big bank. The Banca Commerciale Italiana, the 
largest of the Italian banks, had been, at least in a period before 
the war, under the control of German capital. The Ansaldo 
Company seized the opportunity of combining a patriotic specu- 
lation with the satisfaction of its financial requirements. 
Declaring its intention of ‘‘ Italianising ” the capital of the bank, 
by “‘ freeing ’’ it from foreign influence, the Ansaldo proceeded 
to buy up in the Bourses the shares of the Banca Commerciale. 
But this attempt was at once opposed by another group, the 
‘“*Marsaglia group” (composed of cotton manufacturers, silk 
factories, engineering and metal works, etc., and of minor banks, 
all under the leadership of the Banca Commerciale), which, to 
defend its own position, also began to buy up the shares. The 
visible result was that the price of these shares (their value at 
par being 500 lire) went up in a few days from 800 to 1200 lire. 
In view of the possible danger to the conduct of the war entailed 
in these exhibitions of rivalry, the Government intervened. 
Under its pressure the two groups in June 1918 formed a syndi- 
cate, to which were handed over all the voting rights due to the 
shares of the Banca Commerciale Italiana in the possession of 
the two groups; they also bound themselves not to buy, 
individually, any such shares until two years after the declaration 
of peace. 

A few days later (29th June, 1918), and again under the 
auspices of the Government, the four principal joint-stock banks 
reached an agreement with the object of eliminating the hostility 
which had arisen among them in the course of these events. 
This agreement was kept secret, because its real result was not 
so much to establish peaceful relations between the banks as to 
eliminate all competition between them which might be of advan- 
tage to the public. This agreement fixed “ the most favourable 
conditions to be applied to customers,” that is, it established 
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maximum limits for interest on deposits, current accounts, etc., 
and minimum limits for rates, charges, commissions, fees, etc., 
to be charged to clients; it established the number of days’ 
notice required for withdrawing money from current accounts 
and deposits, the rates for renting safes in the safe-deposits of 
the banks, and many other charges and conditions. The execu- 
tion of this agreement was entrusted to a Committee consisting 
of representatives of the four banks and presided over by a 
trustee to be chosen by agreement. The Committee had the 
power to modify, according to the necessities of the moment, 
the rates and conditions agreed upon, to ascertain any breach 
of the agreement and to apply fines varying from 10,000 to 
50,000 lire for each breach; a bank, if fined, could be exempted 
from paying the fine only if it dismissed the official responsible 
for the breach. 

This arrangement, though it put an end for the time being 
to the struggle between the banks, at least in its more obvious 
forms, did not solve the question which had led up to the struggle : 
the necessity of relieving the Banca di Sconto of part of its engage- 
ments and of financing the Ansaldo Company to the extent of 
its demand. The attempt to “ storm” the Banca Commerciale 
having failed, the only thing which remained was to have recourse 
to the public: and in the summer of 1918, the share capital of 
the Ansaldo was increased from 100 to 500 million lire. The 
issue of shares (the largest ever placed on the market in Italy 
by a joint-stock company) was successful, thanks to the support 
of the Government and of all the banks, and to a patriotic 
propaganda which made the public believe it was a “‘ national 
subscription.” The shares having the nominal value of 250 lire 
were all placed at 290 lire. 

The new capital thus put the Ansaldo group on its legs again ; 
it helped to pay a large proportion of the debts owed to the 
Banca di Sconto, and probably would have been sufficient to 
continue the working of the various industries on a war footing. 
Unexpectedly, two months after the issue of the shares, the 
armistice was declared. The Ansaldo group was caught by 
surprise : its forty factories and works, equipped for the supply 
of war material, were quite unprepared for transformation into 
producers of peace-time requirements. For this the directors 
were gravely to blame, because it was not difficult to foresee 
the great difficulties which would have to be overcome, in a 
country like Italy, which possesses scanty iron resources and no 


coal resources, by an industry of which the basis was the working 
o2 











182 THE ECONOMIC JOURNAL (JUNE 


of iron and steel, protected by very high Customs duties and 
able to produce only at prices above the buying capacity of the 
market. If to these natural obstacles, possibly in themselves 
insurmountable, be added the difficulties inherent in the transition 
from war production to peace production, it is evident that the 
situation was really critical The new capital having been 
rapidly exhausted, and also the relief brought by the payment 
on the part of the Government of 650 million due for war material 
(which allowed the Ansaldo to reduce its debts towards the Banca 
di Sconto to about 50 million), it was again necessary to contract 
debts with the Banca di Sconto until the limit was reached once 
more. Then, eighteen months after the armistice, the Ansaldo 
group had recourse to the extreme measure which was perhaps 
the only means of saving itself which remained to it: that is, it 
renewed its attempt to take the Banca Commerciale by “ storm,” 
declaring that the 1918 agreement had fallen through (though 
still nominally in force) because the Marsaglia group—that is, 
the Banca Commerciale—had previously violated it by secretly 
buying, as Ansaldo affirmed, shares of the Banca Commerciale, 
with a view to strengthening its own position. The Banca 
Commerciale naturally denied this emphatically ; so that between 
denial and counter-denial it is not yet possible to know the truth. 
What is certain is that in February and the first days of March 
1920 both groups made enormous purchases of these shares on 
the Bourses: their value increased by hundreds of points a day, 
passing from a quotation of 1250 lire on the 4th March to a 
maximum of 2450 lire on the 9th March; then in a few days the 
prices went down to the previous level. This time, also, the two 
groups fighting for the mastery of the Banca Commerciale, being 
called together by the Government, came to an agreement in 
which Ansaldo sold to the Banca Commerciale group nearly all 
the shares it possessed and definitely gave up any pretension to 
dominating the Banca Commerciale, and was compensated for 
this by receiving several scores of million lire. This unexpected 
solution was explained in the press by the fear which the Ansaldo 
group was supposed to have had of not succeeding in gaining the 
majority in the general meeting, and thus remaining with a big 
stock of shares bought at excessively high prices without, on 
the other hand, having the advantage of dominating the bank. 
This explanation is, however, inadequate. The truth, as I 
understand from competent authorities, is that on about the 
10th March the Ansaldo group had the majority of the shares of 
the Banca Commerciale. How are we to explain the strange 
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renunciation by this group of the position of absolute mastery 
which placed it in the condition of being able to dictate terms ? 
This also still remains a mystery: unless it be that, as Ansaldo 
had bought the Banca Commerciale shares with the money of 
the Banca di Sconto, the latter found it an intolerable burden 
to have to keep hundreds of million lires immobilised for about 
one month, the time necessary to carry out the operation 
fully. 

It is worth while to describe the developments to which the 
settlement of this affair led. They are a conspicuous example of 
the so-called ‘“ chain system,’ which, already in use by Italian 
industries, now made a startling appearance among the banks. 
As it is prohibited by law for a company to buy its own shares, 
except with the profits resulting from a balance sheet legally 
approved, the Banca Commerciale Italiana set up a new company 
(the ‘‘ Consorzio Mobiliare Finanziario’’) with a capital of 150 
million lire, and placed its shares among the members of the 
Marsaglia group, appointing the Directors of the Banca Com- 
merciale itself to the Board of Directors of the Consorzio. In 
the articles of association it was provided that the shares of the 
new company should be made out in the name of shareholders, 
and that the shares were not to be sold to persons not approved 
by the Board of Directors. The Consorzio Mobiliare bought the 
shares of the Banca Commerciale belonging to Ansaldo at a price 
much higher than the current price: to compensate it for this 
loss, the Banca Commerciale increased its own capital and allowed 
the Consorzio to have the new shares at a price much inferior to 
market quotations. The Consorzio thus became the holder of 
the majority of the shares of the Banca Commerciale and gained 
complete control over it. But the sum necessary to buy these 
shares was about double the capital of the Consorzio. The 
remainder was borrowed from another bank, the Credito Italiano, 
which took, as collateral, the shares of the Banca Commerciale 
belonging to the Consorzio. 

At this point the story becomes complicated. The Credito 
Italiano in 1918 had also been the object of an attempted ‘‘ storm ” 
on the part of the ‘“ Fiat’? group (motor-car industries), which 
in 1920 still possessed a big stock of shares of the Credito Italiano. 
The Credito Italiano at the same period also founded a new com- 
pany (the ‘‘ Compagnia Finanziaria Nazionale ’’), which bought 
at a high price the shares of the Credito itself which were in the 
hands of the Fiat, and at a low price the shares of a new issue 
of the Credito. And as the capital of the “ Compagnia Finan- 
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ziaria’”’ also was insufficient, the Banca Commerciale lent the 
necessary capital against a security consisting of shares of the 
Credito Italiano. In other words, the result was an exchange of 
shares between the Banca Commerciale and the Credito Italiano : 
and that is, in substance, the indirect purchase of their own shares 
on the part of each of the two banks which resulted in a real 
diminution of their capitals. 

In consequence of these facts, two lawsuits were begun: one 
against the directors of the Banca Commerciale and the Credito 
for the illegal purchase of their own shares, the other against the 
directors of the Banca Commerciale, Banca di Sconto and Ansaldo 
for the “ aggiotaggio”’ (illegal speculation) carried out in the opera- 
tions on the Bourses in March 1920. As all these companies had 
been provident enough to appoint some Senator on their Board 
of Directors, these lawsuits had to take place, as prescribed by 
the Constitution of the Kingdom of Italy, before the Senate 
constituted into a High Court of Justice, and on account of the 
slowness of these proceedings the lawsuits are still dragging on. 

After the failure of the second attempt to take by ‘“ storm ”’ 
the Banca Commerciale, the Ansaldo group found itself in the 
same position as in 1918. The circumstances, however, were 
more serious : whereas in 1918 it had saved itself by increasing 
its capital, this was no longer possible in March 1920, when its 
shares, issued at 290 lire, fluctuated between 210 and 220, and 
even this price was kept up only by artificial means. There was 
no way out of the difficulty. More money was got out of the 
Banca di Sconto (which increased its advances to the final figure 
of 750 million lire), and the bank in its turn made every effort 
to attract deposits from the public. With the opening of new 
branches, with immense advertising, it succeeded in 1920 in 
obtaining a remarkable increase in its deposits, almost keeping 
pace with the other banks, which in that year of inflation greatly 
increased their deposits. It had recourse on an even greater 
scale than before to the rediscounting of its bills with the Banks 
of Issue, obtained from them advances on securities, so that by 
the end of 1921, when the bank went into moratorium, the Banks 
of Issue were its creditors to the amount of 1700 million lire. 
To increase such advances yet further the bank introduced the 
system, afterwards followed by many other banks, of accepting 
from the public as a loan, fixed for at least one month, Govern- 
ment securities, paying on them } per cent. or 1 per cent. 
““commission”’ per year, and thus succeeded in getting 770 
million of securities; these securities were then given as collateral 
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to the Banks of Issue. As the bank paid to the latter the bank 
rate (6 per cent.) plus the } or 1 per cent. to the depositor, it is 
patent how costly this operation was. This is a curious example 
of the actual splitting of the interest in its two component parts— 
the interest on the capital and the insurance on the risk—a very 
harmful division, as the entire risk is thus borne by those who, 
presumably, are least able to estimate it. 

As long as the boom lasted these artifices allowed the Banca 
di Sconto to go ahead recklessly ; so much so that in the balance- 
sheet for 1921 a profit of about 40 millions (certainly non-existent) 
was declared and a dividend of 8 per cent. was distributed. The 
evidence that these profits were non-existent is afforded by the 
refusal of the Managing Director to receive 694,000 lire due to 
him as his share of the profits, this refusal being obviously cal- 
culated to be used as an “ alibi” for himself. But at the beginning 
of the crisis things changed. The public, alarmed by the rumours 
circulating about the bank’s real situation, began early in 1921 
to withdraw their deposits. The withdrawals were intense in 
January and February, and in some towns in the north things 
assumed the character of a panic. It seems that in some of 
the branches in Liguria, where the conditions of the Ansaldo 
Company were better known, and in certain health resorts, 
frequented by foreigners (the Directors of the Banca di Sconto 
said that the rumours of the bad condition of the bank came 
from abroad, where they were set in circulation by competitor 
banks), during this period up to two-thirds of the local deposits 
were withdrawn. In the two following months there was a lull 
in the withdrawal of deposits. But then the collapse began again, 
until the general panic was reached in last December, which 
ended with the closing of the bank. 

The following table gives the amounts of the deposits in the 
bank according to the monthly statements of accounts during 
its last twelve months of life.* 


1 It is to be noticed that the phenomenon was not general; in fact, the 
deposits in the other three large joint-stock banks showed the following increase : 


(In Million Lire.) 
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(In Million Lire.) 


























Other de- Other de- 
posits posits 
Savings (Corri- Savings (Corri- 

deposits. | spondenti deposits. | spondenti 
saldi saldi 

Creditori). Creditori). 
December 31, 1920] 939-1 3570-7 June 30, 1921) 921-1 3109-9 
January 31, 1921 914-7 3429-1 July 31 926-2 3142-8 
February 28 903-5 3275-1 || August 31 928-4 3181-5 
March 31 907-2 3308-7 || September 30} 930-4 3150-8 
April 30 915-4 3322-7 || October 31 922-1 3074-5 
May 31 924-1 3194-5 | November 30 902-4 3093-4 





It is noticeable that whereas the diminution of savings 
deposits was 4 per cent., that of the other deposits was 13-3 per 
cent.; indeed the true diminution of the latter was certainly 
much greater, but this was concealed by the fact that in the 
totals for the other deposits the deposits withdrawn by customers 
were gradually replaced by new debts contracted with the Issue 
Banks. 

During December matters moved quickly. In the offices of 
the Banca di Sconto depositors crowded to withdraw their 
deposits. The announcement that an attempt would be made 
to save the bank, to which reference is made further on, had a 
disastrous effect and caused large withdrawals of foreign deposits. 
The final blow which brought the panic to sensational propor- 
tions was given by the news that the other banks refused to pay 
the “circular cheques” issued by the Banca Sconto, unless 
presented by a client of their own. The reason for this act, 
contrary to the custom prevailing up to that time, was, as it 
was affirmed, that the Banca Sconto was forcing the circulation 
of the “circular cheques’”’ issuing them, not in response to a 
real demand by the public, but to get them cashed by their 
agents at other banks and thus get a twenty-four hours’ loan 
from them. A few days later, on the 29th December, the Banca 
di Sconto closed its doors. 

The Banca di Sconto had not been allowed to fall without 
some attempt being made to save it, not by the other ordinary 
banks, of which the relations with the Banca di Sconto were of an 
unfriendly nature, and of which their own serious difficulties at 
that moment destroyed any hope of their coming to the rescue, 
but by the Banks of Issue, whose rightful function it is considered 
to be to hold out a helping hand to other banks momentarily 
embarrassed. And if the deposit banks had not this last line of 
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resistance to rely upon, they certainly could not finance industry 
on the present large scale. On the other hand, the taking over of 
immobilised positions does not in itself constitute a danger for 
the Banks of Issue, owing to the extreme “ super-elasticity ” of 
the Italian circulation due to the right they have of issuing 
uncovered notes as loans to commerce in unlimited quantity, on 
condition that they pay to the State an annual tax on excess of 
circulation equal to the official discount rate. In practice, these 
issues are checked by the fact that the Banks of Issue, as they 
never lend at a rate higher than the official one, have to bear 
in real loss the expense and the risk of an over-issue of bank- 
notes. If, in spite of this, bank-notes are issued in great quan- 
tities, it is because of the great influence which the Government 
exercises over the Banks of Issue. But if the Government can 
influence the Banks of Issue to aid the immobilised banks with 
loans, it cannot, without bringing them to rapid and certain 
ruin, oblige them to make gifts to those who have suffered real 
losses. At an early stage, as the real position of the Banca di 
Sconto was not known, it was decided to give it the aid asked for. 
On the 24th November, the three Banks of Issue (Banca d'Italia, 
Banco di Napoli, Banco di Sicilia) and the three principal joint- 
stock banks (Banca Commerciale Italiana, Credito Italiano, 
Banco di Roma) constituted a consortium which undertook a 
risk up to 600 million lire with the declared aim “‘ of easing the 
demobilisation of the credits of the Banca di Sconto with the 
Ansaldo.”’ The 600 million lire were in reality almost entirely 
subscribed by the Banks of Issue, while the ordinary banks 
were willing to contribute only on a small scale (about ten 
million lire each), and also for these they were guaranteed by the 
Banks of Issue. The latter, in their turn, were relieved by the 
State of every risk of loss in this and in every other transaction 
by a decision to the effect that one-third of the yield of the tax 
on over-issues paid by the Banks of Issue, instead of being passed 
to the Treasury, should be put aside up to the end of 1923 as 
reserve fund, from which would be taken the amounts necessary 
to make up the losses of the Banks of Issue and provide them 
with a minimum profit of 5 per cent. Of the 600 million of the 
Consortium, 300 were given to the Banca di Sconto against Ansaldo 
bills guaranteed by other securities, another hundred against 
Ansaldo bills without guarantee, and the remainder was not 
utilised. 

At the end of December, a sort of Banking Supreme Council 
formed by the representatives of the Government, of the Banks 
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of Issue and of the big Joint-Stock Banks held a series of meet- 
ings, during which it was ascertained that to carry out the rescue 
it was necessary to have available two milliards of lire. Not- 
withstanding the pressure brought to bear upon them by the 
Banks of Issue, the Joint-Stock Banks refused to participate in 
the operation; and as the Government did not dare to take 
upon itself the whole of such a risk, it was decided to abandon 
the Banca di Sconto to its fate. The only legal way open was 
to declare insolvency. In the vain hope of attenuating, by means 
of a verbal stratagem, the impression likely to be made by a 
declaration of insolvency on such a scale, the Government 
renewed by decree certain clauses of the Commercial Code which 
had been abolished in 1903. But while these old regulations 
regarding moratorium extended to all business, including all 
commercial companies, by the new decree of December 1921 the 
right to apply for a moratorium was limited to commercial com- 
panies with a capital over five million lire. Besides this, whereas 
with the former code it was necessary to prove, in order to obtain 
the moratorium, that the assets exceeded the liabilities—and 
this could be the only justification of favourable treatment— 
the only condition which the new Decree insisted upon was that 
the companies “ be able to show reliable evidence that their 
suspension of payments is the consequence of extraordinary and 
unforeseen or otherwise excusable events, or else evident reasons 
making this desirable in the interests of the mass of creditors.” 
The Decree also ordered a general meeting of the creditors to be 
called at once after the declaration of moratorium, unless it be 
impossible, and ‘“‘ there be at the same time absolute reasons of 
public and general interest.” It became at once evident that as 
the Judges were not in a position to decide authoritatively what 
constituted such reasons of public interest, the affair would 
necessarily be settled on political rather than on judicial lines. 
The Banca di Sconto, immediately after the publication of the 
Decree, filed an application for moratorium to the Tribunal: in 
this application it was stated that “‘ there is no doubt that the 
assets of the bank greatly exceed its liabilities”’; the present 
difficulties were attributed to the ‘‘ immobilisations which com- 
promised the regular working of the bank ’’—immobilisations 
formed as an effect of the general crisis, which the bank “‘ hoped 
at first was a transitory phenomenon,” but which, growing worse, 
affected ‘‘ the industrial and commercial concerns largely financed 
by the bank so that they had remained paralysed and unable to 
meet their engagements with the bank.’ In concluding the 
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application, it was stated that the prime origin of the collapse 
“goes back to the programme carried out by the bank during 
the war period, namely, to the very generous measure in which 
it financed the concerns producing arms and munitions, and 
especially the Ansaldo Company.” The application ended 
comically enough with the observation that ‘‘ this attitude of 
the bank, inspired not only by its own interests but by the 
supreme interest of the nation, could not be imputed to it to-day 
as a fault.”” The Tribunal granted moratorium to the bank for 
one year, and taking advantage of the new legislation, seized the 
private estates of the Directors (in spite of the Banca di Sconto 
being a limited company) and repiaced the Directors by four 
Judicial Commissioners, to whom was entrusted the manage- 
ment of the bank during the moratorium. 

The suspension of the payments of the Banca di Sconto 
reacted gravely on every part of the national economy. The 
measure of these consequences and the obstacles in the way of 
overcoming them is reflected in the increase in the currency 
circulation, which took place in the last decade of the year, an 
increase which was made necessary by the collapse of every form 
of credit. The following figures refer only to the Banca d'Italia, 
whose circulation constitutes about seven-ninths of the total 
bank-note circulation :— 


(In Million Lire.) 











20. xii. 21. 31. xii. 21. 
Home Bills discounted .. ae fe 3350 3911) 9998 
Advances .. io ay es 2509 4ishy * 
Notes in circulation ee rae ar 13536 14743\ 1. yo915 
Debts at sight .. a se ee 846 1p 








This inflation was intended first of all to give a support to 
the industrial concerns of the Banca di Sconto group, which now 
were in want of financial help and which could not avail them- 
selves of their deposits. But, to a great extent, it aimed at 
stemming the immense panic which seized the depositors of all 
the banks; this storm wrecked half a dozen of the minor banks 
and placed all the others in grave danger; for one of the large 
banks the danger was so threatening that the Banks of Issue 
formed a consortium similar to the one uselessly made for the 
Banca di Sconto, but with larger funds at disposal. This fact 
was kept secret from the public, as the result of such “ assur- 
ances ” had been seen, but it certainly became known in financial 
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circles, as was proved by the sudden change which took place 
in the attitude of the Bourse towards the bank referred to. 

The withdrawal of foreign deposits from Italian banks must 
certainly have been heavy, and the exchange suffered thereby, 
the £ sterling going up from 91-59 on the 20th December to 
98-30 on the 29th December. Much discussion has taken place 
as to why these effects were comparatively so slight: perhaps 
this is due to the fact that many foreign deposits had been with- 
drawn in previous months and, above all, because the banks, 
having foreseen the crisis and the consequent panic as inevitable, 
had bought foreign currency in large quantities. 

The most serious reaction was felt on the Bourse. Already 
some days previous to the crisis the Government had forbidden 
Bourse contracts for the account in order to facilitate the work 
of the Banca di Sconto, which had succeeded by means of large 
purchases in holding the quotation of its own shares above the 
face value, this being considered essential in order to avoid an 
accentuation of the panic among the depositors. At the end of 
December the Banca di Sconto ought to have taken delivery of 
a quantity of its own shares amounting to more than 70 million 
lire; but the difficulties in which the brokers found themselves 
completely paralysed the Bourses, which remained closed for 
some days. After lengthy negotiations—and after attempts, 
fortunately unsuccessful, to make the Government pay up on 
this account as well, under the pressure of threats and of the 
beginnings of a strike on the part of the brokers—a consortium 
was formed between the banks and brokers which assumed a part 
of the losses, while the rest was borne by the sellers of the shares, 
But even so, months passed before the Bourses recovered from 
the blow. 

The Judicial Commissioners ascertained, but only approxim- 
ately, the situation of the Banca di Sconto on the 31st of Decem- 
ber, 1921, as follows, allowance being made for losses of 173 
millions accounted for as entailed during the year 1921 :— 








Assets P , ' , ‘ . Lire 6,137,999,650 
Presumed losses and depreciations : ,, 1,208,830,000 
Balance of assets : : : : ., 4,929,169,650 
Ordinary liabilities. ; ' ‘ 5, 4,242,990,320 
Privileged liabilities. : . : », 1,673,692,123 





Total liabilities : : , . Lire 5,916,682,443 
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Consequently, estimating the capital and reserves of 394 millions 
as totally lost, there remained for the other creditors, after pay- 
ment in full to privileged creditors, slightly less than 77 per 
cent. Beyond this, account must be taken of probable losses 
on about one milliard of bills rediscounted by the Issue Banks. 
But the Commission further observed that these calculations were 
subject to considerable alteration. More than three milliards 
of the assets consist in loans to and participation in industrial 
enterprises difficult to realise quickly, and of varying security : 
how they will turn out depends principally on the development 
of the industrial crisis. In this uncertain situation discussions 
were opened with a view to reaching a definite settlement 
with the creditors, whereupon began the struggle between the 
representatives of the various interests, of whom each was trying 
to grind his own axe while they only agreed in striving to make 
the State pay the greatest possible proportion. A violent 
journalistic campaign was launched on the country; a parlia- 
mentary group was founded with the special aim of defending the 
interests of the creditors of the Banca di Sconto; the fascisti, 
who had always been largely subventioned by the Banca di 
Sconto, got up demonstrations and meetings: the creditors 
went so far as to threaten that if their demands were not satisfied 
by the Government a “ general insurrection of the creditors” 
would take place, entailing refusal to pay taxes, withdrawal of 
deposits from other competing banks, and lock-outs in the work- 
shops. The moratorium decree issued on the spur of the moment 
by the Government gave no indication as to what was to take 
place in the later phases following on the pure and simple legalisa- 
tion of the suspension of payments and on the nomination of 
the Judicial Commission. By the publication of this decree the 
Government had necessarily accepted the task of liquidating the 
affair, substituting itself for the creditors and for the judicial 
bench, every step taken by which required the support of a new 
governmental decree. The Government was not sufficiently 
strong to act in the simplest and most lawful manner, which 
would have been to call together the creditors and to make over 
to them all the assets of the Banca di Sconto, to repay themselves 
as best they might: In the first place, it was not possible to call 
together a meeting of half a million persons, such being the number 
of the creditors. In the second place, by attempting to wind up 
the affair quickly and quietly the Government had gravely 
violated the rights of the creditors, with the result of raising 
storms of protest from them. It had therefore to bribe the 
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creditors with concessions in order to keep them quiet. In other 
words, it had to assume part of the losses, the result naturally 
being that the creditors saw opening before them a new horizon 
of possibilities through blackmailing the Government and 
redoubled the violence of their protests. This situation lasted 
three months, during which two successive governments, in patent 
violation of the constitution, issued a series of decrees modifying 
the existing law—and, further, modifying each other. It was 
finally decreed that in the case of moratorium being granted to 
large banks, whose share capital was entirely lost, the settlement 
should be made by the Judicial Commission without calling 
together either shareholders or creditors. To these last was only 
reserved the right of protesting within ten days of publication, 
after which the Tribunal was to pass the sentence of ratification, 
with due consideration of the interests of the mass of creditors, 
The Judicial Commission then submitted their project for a 
settlement, but the Tribunal refused its sanction, as it contained 
certain clauses contrary to the law. The Government now threw 
aside all restraint, and with a special decree modified the law, and 
brought it into consonance with the project of settlement, which 
was finally sanctioned by the Tribunal on April 29th. 

The settlement was reached on the following basis. To 
creditors owed less than 5000 lire there will be paid in ready cash, 
and before the expiry of 1922, at least 67 per cent. of their credits. 
To creditors owed more than 5000 lire there will be paid at least 
62 per cent. of their credits, and of this 57 per cent. in ready 
money by instalments at fixed dates before March 1924, while 
7 per cent. will be paid in shares of the new Banca Nazionale di 
Credito, which is to be founded with a capital of 250 millions to 
function as liquidator of the Banca di Sconto, and to carry on 
that bank’s activities. Among the clauses of the settlement, the 
following, which speak for themselves, are significant. Failure to 
fulfil contracts arising out of the moratorium cannot lead to claims 
for damages against the Banca di Sconto: the Banca di Credito 
will reserve the right of paying up in full the liabilities of the 
foreign branches of the Banca di Sconto at the expense of the 
other creditors : the individual creditors are debarred from the 
right of bringing actions against former directors of the Banca 
di Sconto—this right is reserved exclusively to the Banca di 
Credito. 

The auspices which surround the birth of the Banca Nazionale 
di Credito are indeed far from brilliant. It is decided that all 
the shares belonging to creditors are to be left in the hands of 
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a committee of fifteen creditors designated by the Issue Banks, 
to whom will be transferred all voting rights in respect thereof. 
The majority of the Board of Directors of the new bank will be 
required to consist of creditors of the Banca di Sconto so long 
as the liquidation of this bank is incomplete, even if, owing to 
shares changing hands or new issues of shares, the majority of 
shareholders should come to consist of persons other than 
such creditors. The main task of the Banca di Credito is thus 
clearly defined—namely, to pay off the creditors of the Banca 
di Sconto. 

The task of recovering the dubious and non-liquid credits of 
the Banca di Sconto with industrial firms, means that the new 
bank will have to grant such loans to them as will ensure them 
from total collapse; and if this will facilitate the realisation of 
the former credits, it will none the less launch the new bank into 
relations with just such concerns as brought the Banca di Sconto 
to ruin. In such circumstances, will the Banca di Credito find 
anyone to entrust it with deposits which it will then use to pay 
up the liabilities of the Banca di Sconto ? 

There remains the part which devolves upon the State. As 
the non-liquid condition of the investments of the Banca di 
Sconto would make it impossible to pay the instalments due to 
creditors at the stated dates—and perhaps impossible ever to 
pay them in the stated proportion—the Issue Banks will advance 
the necessary sum at a specially favourable rate of interest, 
against no other security than the remaining assets of the Banca 
di Sconto. A decree has already been published authorising 
the Issue Banks to utilise for this purpose a milliard lire. In 
view of the very narrow margin between the sums assigned to 
creditors and the presumed assets, and of the very uncertain 
value of these last, the risks taken by the Issue Banks are very 
considerable. Further, the State renounces its right to the 
heavy taxes which should be entailed by the liquidation of the 
old and the establishment of the new bank, and all acts incidental 
to this: making thereby a present which amounts to several 
millions of lire. 

It would not have been worth while to linger over these 
stories had they simply borne the character of a series of isolated 
and exceptional occurrences; but indeed, when allowance is 
made for the peculiar circumstances of the birth and develop- 
ment of the Banca di Sconto and of the imprudence or rather 
dishonesty of its leaders, the general features of these events 
may be regarded as broadly characteristic of the whole financial 
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system of Italy. The financing of industry is considered by 
the Italian banks as one of their principal functions: they 
normally grant credits even for long terms to industrial concerns, 
and often take over a large proportion of their share-capital 
and hold it until they are able to place it suitably. 

For industry such a policy on the part of the banks is an 
absolute necessity. Owing to the scarcity of capital in the 
country, the general unwillingness to invest in personal property 
and the timidity and ignorance of many capitalists, the industries 
could not otherwise get the capital they need. But a danger 
evidently exists for the banks in having thus immobilised a large 
fraction of the sums entrusted to them, whereas nearly all their 
debts are at sight or at short notice. The difficulty cannot be 
solved in so simple a way as some people suggest : to affirm that 
the deposit banks must limit their action to the “ classical banking 
operations,’ that is, mainly to the discounting of commercial 
paper, is to lose sight not only of the requirements of a recently 
formed industry, but also of the economic conditions of Italy 
and the close interdependence between the deposits and the 
loans of the banks. The first obstacle to such a solution is that 
the quantity of genuine commercial bills in Italy is very small, 
absolutely insufficient to meet the needs of the banks. This is 
indeed an old truth stated by Prof. Pantaleoni thirty years ago 
and still valid to-day.1 The great development of commerce, 
which alone can give rise to an abundant flow of such bills, does 
not, as is well known, exist in Italy. This state of things is the 
result of a variety of causes, such as the preponderance of agri- 
culture and the consequent possibility enjoyed by a large 
proportion of the population of supporting themselves almost 
without recourse to exchange; the lack of division of labour 
between manufacturers and traders, and above all the fact that 
the foreign trade, which gives rise to the largest volume of 
commercial bills, is financed by other countries. 

Another difficulty results from the nature of the deposits. 
In the balance sheets of the banks the deposits are included under 
two different heads which, roughly speaking, correspond to two 
widely different categories: the first, ‘current account and 
savings deposits,” includes the accounts of the very numerous 
small depositors who are always creditors of the bank; the other 


1 It is true that the enormous mass of Treasury Bills could temporarily remedy 
this deficiency; but even if the Treasuary Bills were never consolidated, the 
liquidity of the investments of the banks would be based only on the promise of 
the State to issue new notes when required. And on this kind of liquidity the 
Italian banks can rely even at the present time. 
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category, ‘‘ correspondent-creditor balances,” is by far the more 
important, both as regards size (it is roughly four times greater 
than the former) and composition. It consists of accounts, as a 
rule, of considerable size which undergo great and frequent 
fluctuations: these are mostly the deposits of the big real cus- 
tomers of the bank, that is, of the group of industrial concerns 
which have continuous and regular intercourse with it, are 
financed by it and deposit with it the sums they have over and 
above their needs for the time being. Most of the deposits of 
each bank thus belong to the same group of persons and concerns 
to which the bank makes loans, though within this group there is 
a constant variation of the position of the individuals forming 
the group, as they from time to time become alternately debtors 
and creditors. Thus, in substance, a large part of the deposits 
constitute the common capital of a group of industrial concerns, 
which from time to time is placed at the disposal of one or the 
other of the concerns according to its needs, the result being a 
continual utilisation of the resources of each. In such conditions, 
should a bank refuse its industrial clients the loans they require, 
it would also lose their deposits. 

Besides, the danger arising for the Italian banks from the 
contrast between the shortness of their debts and the non- 
liquidity of their credits, is, in reality, less than it seems at first 
sight, because they have the certainty of always being able, in 
case of necessity, to have recourse to that inexhaustible source 
of liquidity, the inflation of the currency. This way out, which, 
without solving the problem, carries it outside the precise territory 
of banking into that of currency, is certainly not satisfactory for 
the public, who see a risk which should naturally devolve on 
the creditors of the banks transformed into a danger of inflation 
or of increase in taxation; but, from the point of view of the 
safety of the deposit banks, it is, as far as liquidity goes, 
unimpeachable. 

The greatest danger entailed in the financing of industry by 
the banks is to be found in the consequent close relations between 
bank and industry. It is natural that the bank should claim 
to supervise and also influence or restrain the firms to which it 
has entrusted its capital, for the sake of its own safety, and this 
is also useful to industry itself; it is also natural, but none the 
less harmful, that the bank should take advantage of the influence 
it has gained as a creditor of the firm to oblige it to carry out 
operations which are as disastrous for it as they are advantageous 


for the bank; and it often happens that a bank transfers the 
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losses it has suffered from bad businesses to firms controlled by it, 
by selling them at excessive prices goods or securities belonging 
to it which it is unable to sell to the public. 

The large industries are stimulated on their part to make 
themselves independent by acquiring control of a bank so as to 
obtain from it, without undergoing heavy impositions, the 
necessary financial backing. As a result of this opposition, 
however, it cannot be said, generally speaking, that either of 
the two opposite tendencies has the absolute upper hand over 
the other. The general tendency seems to be towards the 
elimination of this opposition by the formation of large ‘‘ groups ” 
of companies of the most varied kinds concentrated round one 
or more banks, mutually related by the exchange of shares and 
by the appointment of Directors common to them. Within 
these ‘‘ groups’ the various interests are all equally subject to 
the interests of a few individuals who control the whole group, 
possessing on their own only a very few shares of the various 
companies. Very little is known and very little can be generalised 
about these groups, on account of the undetermined state of their 
structure, of their unofficial character, of the variety of the 
various groups, and of the continual shifting of the elements 
which compose them. What the public knows and feels—not 
only when disasters take place, fatal to the existence to some of 
them, or when hostilities break out between one group and 
another—is the enormous financial and political power which 
they have and the frequent use they make of it to influence both 
the foreign and home policy of the Government in favour of 
their own interests. Each group keeps several press organs 
which support its policy, and some of the accusations made 
against certain Ministries of being actuated by the interests not 
of a class, but of private concerns, and of favouring one financial 
group against another, have no doubt a basis of truth. 

A danger not less great than the political one is the industrial 
danger, caused by the complete dissociation and even opposition 
between the interests of the individuals who exercise such power 
and those of the concerns they control. Both in the “ Ilva” 
group and the ‘“‘ Ansaldo ” group (now both practically defunct) 
there was a so-called “ draining company,’ whose shares were 
all owned by the leaders of each group, and whose only function 
was that of absorbing the profits of its fellow-companies, dis- 
sembling these actual thefts with various financial operations. 

The urgent necessity, if new disasters are to be avoided, is to 
get the industries again under the control of those whose interests 
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it is to make them prosper. But how? The shareholders, to 
whom this task is due by law, have proved utterly unable to 
carry it out. Widespread ignorance, the absence of an indepen- 
dent and well-informed financial press, the want of familiarity 
with investments in personal property, are among the origins of 
the situation, of which a symptom is the almost complete non- 
attendance of shareholders at the meetings, so much so that 
often the holders of a small group of shares can get possession 
of a company. 

Some attempts have been made to remedy this state of 
affairs. A law was passed by Parliament more than a year ago 
which made compulsory the registration of the names of the 
holders of the shares, also with the aim of allowing public opinion 
to have a certain control over the mysterious activities of the 
financial groups; but the Government, owing to the pressure of 
those interested, has never put this law into execution, and now 
it has definitely repealed it by royal decree. At the time when 
the factories were occupied by the workers, the Government had 
solemnly bound itself to get a law passed which would allow the 
workmen to take part in the control of the industries: once 
the danger was over, the Bill, as the Minister of Labour himself 
said, was put to sleep. And now new laws are demanded to 
prevent the formation of trusts, to protect the independence of 
janks, to regulate the reserves to be held on banking deposits, 
notwithstanding that the experience of other countries has 
proved the impossibility of remedying such evils by legislative 
reforms. But even if these laws were not futile in themselves, 
what could be their use as long as the Government is prepared to 
be the first to break them so soon as it is blackmailed by a band 
of gunmen or a group of bold financiers ? 

PIERO SRAFFA 
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REVIEWS 


Supply and Demand. By Husrert D. HenpErRson. (Cambridge 
Economic Handbooks, I.) (Cambridge: University Press. 
London : Nisbet & Co. Pp. x + 177. Price 5s, net.) 


‘“‘ GENERALLY speaking,’ Mr. Keynes tells us in his preface 
to the whole series, ‘‘ the writers of these volumes believe them- 
selves to be orthodox members of the Cambridge School of 
Economics.”’ Outsiders sometimes are inclined to look on that 
school as somewhat of a “ sect’ in the sense in which that term 
was applied to the Physiocrats. It is refreshing, therefore, to 
find that Mr. Henderson courageously throws overboard the 
traditional doctrine of real cost in efforts and sacrifices in favour 
of the modern doctrine which Davenport calls ‘‘ opportunity- 
cost’ and Ricci “‘ equilibrium,” and which has as yet received 
no very satisfactory name. Orthodoxy no longer insists on our 
accepting the curse of Adam as the basis of economics. We 
can happily abandon the belief that to hammer in a nail or to 
paint a Madonna is always a grievous effort, and that it is always 
a painful sacrifice for a millionaire not to keep a steam-yacht, 
** The real cost of anything,’’ Mr. Henderson says, “‘ is the curtail- 
ment of the supply of other useful things which the production 
of that particular thing entails.’ When the “real cost’”’ of a 
pound of sugar is thus reduced to the honey or pepper which 
you might have had instead, just as the real cost of an after- 
noon’s golf might be the afternoon in a boat which you did not 
take, it becomes such a shadow of its former self as to be quite 
innocuous. 

The full implication of the new doctrine has not been quite 
grasped. Rejection of the traditional doctrine of real or absolute 
cost should carry with it rejection of the traditional theory of 
rent. That theory endured so long as it was held that ordinary 
commodities owed their value to the grievous efforts and sacrifices 
which attended their production. Land then appeared excep- 
tional. When we cease to believe that the value of ordinary 
commodities is based on blood and tears, we have no need for 
a special explanation of the value of land. Here, however, Mr. 
Henderson tries to be conservative, and holds that land is excep- 
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tional because its quality varies from piece to piece and its total 
supply is fixed. But surely in ordinarv things variation of 
quality is more common than uniformity. The chairs, factories, 
ships, and locomotives existing at any moment are of innumerable 
degrees of quality. Even those which were originally alike have 
become different owing to diverse usage and lapse of time, and 
it is easy to exaggerate the extent to which things are originally 
alike. It is said that shipbuilders cannot turn out two ships 
exactly equal in speed, and all of us who have tried cheap watches 
know that watchmakers cannot make two of them keep the same 
time, to say nothing of keeping the time laid down at Greenwich 
Observatory. And as for the supposed fixity of supply, this 
does not exist for land in any other sense than that in which it 
exists for all terrestrial matter. Labour cannot add, it is true, 
to the area of the globe, but neither can it add to the quantity 
of gold (pace Prof. Irving Fisher’s German alchemist !). What 
labour can do is to make the existing materials accessible, and 
to shape them or join them together into useful instruments, 
and this is exactly what labour does with land, with exactly 
the same effect upon its value that it has on the value of 
“ materials.” The farm of civilised man is ‘“‘ constructed ”’ just 
as truly as his house is constructed by human labour : its situation 
in relation to markets for its produce can be altered by human 
labour—the Panama Canal has almost justified the open-minded- 
ness of the man at the wheel who asked the officer of the watch 
on a ship on which I was travelling whether we had to pass 
Cape Horn on the port or the starboard side. To say that land 
cannot be increased except by increase of the number of acres 
is like saying that the locomotive power possessed by a railway 
cannot be increased except by increasing the number of its 
engines. As a productive instrument land can be increased 
or diminished just like other machinery, by improvement or 
deterioration of its quality. 

In the chapter on Capital, Mr. Henderson appears mystical. 
*“* We cannot rest content with saying that it consists of factories 
and machinery, and that these are essential to the worker . . . 
we have now to get behind the real goods to something else.” 
This mysterious something seems to be “ waiting,’ which is 
the ‘‘ essential reality underlying the phenomena of capital and 
interest;” and “‘ constitutes an independent factor of production, 
distinct from labour and nature and equally necessary.””’ When 
I was quite a little boy I expended two or three weeks’ money- 
income in the purchase of a pair of pincers with which during 
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a space of forty-five years I extracted innumerable nails and 
tacks and one wart. I am prepared to say that I saved the 
money with which I bought the pincers, and that the community 
added the pincers to its capital. I have no great objection to 
saying that I abstained from the immediate consumption of 
oranges and ginger-beer in order to invest in the pincers, but I 
do object most strongly to being asked to ‘“ get behind” the 
pincers to ‘“‘ waiting,” and to being told, “ It is this waiting which 
is the essential reality underlying the phenomena of capital and 
interest. It is really this which constitutes an independent 
factor of production, distinct from labour and nature, and equally 
necessary.” To say that the community “‘ waited’’ when it 
chose to employ itself in making a pair of pincers instead of 
employing itself in making several pints of ginger-beer may be 
only another, though worse, way of saying that it ‘‘ abstained 
from immediate consumption,’ which does not, like ‘‘ waited,” 
imply that it did nothing. But to say that the abstention is 
an independent factor of production is highly mystical. It was 
with the pincers that I extracted the tacks and the wart, not 
with the abstention, and the pincers would have served me just 
as well if they had dropped at my feet from a neighbouring star. 
I am not at all clear what Mr. Henderson believes to have 
happened when I at last inadvertently buried the pincers alive 
in some unknown spot in the garden. My own impression is 
that I then lost an old and valued instrument of production, 
waited (in the ordinary sense) some time in hopes of finding it 
again, and during that unproductive period perforce abstained 
from various actions which would have added to my comfort. 
But Mr. Henderson, I think, would have me believe that I waited 
for the forty-five years during which I had the use of the pincers, 
and then my waiting came to an end. 

The book might be improved here and there by a little 
meticulous criticism of the use of words. Why copy Jevons’ 
(Theory, 2nd ed., p. 91) wild statement that ‘‘ market’ meant 
** originally ’’ a ‘“‘ place ’’ where things are sold? A market was 
** originally ’’ a market, and not the place where, weekly or 
otherwise, the market was held. Haymarket and Clare Market 
are no doubt places, but they took their names from the markets 
held there. More important terms are the very elusive ones 
which serve for a title of the book. What do “ supply” and 
‘“demand”’ mean? It is well to avoid the too common practice 
of laying down fanciful definitions of terms at the beginning of 
a book and then straightway forgetting all about them and 
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using the terms in their ordinary and usually numerous senses, 
but Mr. Henderson ought not to expect his readers to know 
without any explanation what he means by things ‘“‘ produced 
in quantities many times in excess of the demand for them,” 
and others falling “‘ far short of what was required’ in a world 
in which there was no economic order (pp. 8 and 9). Later 
on, it is true, he does try to unravel the ambiguity of “ increase 
of demand,” but rather weakly takes refuge in “‘ diagramese ”’ 
instead of trying Sidgwick’s luminous English, which is much 
plainer. 

I wonder whether the persons who talk glibly of the law of 
supply and demand will be surprised to hear that there are 
seven laws worthy of thick type. I am inclined to boggle over 
the fourth of these. Can Mr. Henderson really be ‘ reasonably 
sure that over a short period an increase of demand will raise 
the price” of an article which can be produced cheaper in large 
quantities than in small? If the demand for his book increases, 
will the price of it be raised before it is lowered? It is true that 
where the increase of demand is both violent and unexpected, a 
temporary rise of price may occur, but the normal progress of 
things is for increase of demand to cause the article which can 
be produced cheaper in large quantities to fall in price without 
any preliminary rise. Cost to the producer gradually diminishing 
as the sale gradually increases, the price falls without jumping 
up first. 

Taken as a whole, Mr. Henderson’s work deserves high praise. 
He has the true academic spirit which forces those who possess 
it to speak the truth without laying undue emphasis on things 
which seem to tell in favour of their own views of what ought 
to be. The last generation of economic teachers, revolting 
against the eighteenth-century glorification of the rule of a very 
chimerical Nature, were far too prone to insist on the defects 
and diseases of the existing economic organisation, and to forget 
that their pupils had not, like themselves, been grounded on 
expositions of the perfection with which it worked. Their 
disciples then proceeded, sometimes to the horror of their masters, 
to propose medicines and surgical operations for the unfortunate 
economic body which no one with a knowledge of its constitution 
and anatomy could possibly approve. Now that academic in- 
struction in economics has become a serious thing, a new class 
of teacher is being evolved and the elements of the subject are 
being taught in the same way as those of other sciences. The 
volume before us is a useful contribution to the work, and if 
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the rest of the books in Mr. Keynes’ series keep up to the standard 
set by it, the “‘ Cambridge School” will be entitled to much 


gratitude. 
Epwin CANNAN 


Money. By D. H. Ropertson, M.A. (Cambridge Economic 
Handbooks, II.) (Cambridge: University Press. London: 
Nisbet & Co. Pp. xii-+ 178. Price 5s.) 

Tur Cambridge Economic Handbooks, of which this is the 
second, seem likely to meet a distinct want for works of moderate 
compass giving, in language not unduly technical, and in a form 
adapted to the needs of the general reader, the main trend of 
modern economic research. The subject of money is a rather 
difficult one to treat popularly, mainly because the ordinary 
man perversely considers it as too dry and uninteresting for 
his understanding. This difficulty Mr. Robertson has well 
overcome. He has a gift of lucid exposition combined with a 
quaint humour which should make his little book a source of 
delight to the man in the street. Ome tulit punctum qui miscuit 
utile dulci. The parables of Mr. Eggman and Mr. Orangeman 
solemnly exchanging their wares through the medium of six- 
penny cheques (did Lombard Street and the china orange suggest 
the idea’), and that delicious hibernicism “the chirruping of 
unborn Bradbury’s,”’ are instances. Occasionally this tendency 
to pungent phrase-making seems to lead him too far. To 
describe the Quantity Theory as ‘‘a dowdy but serviceable 
platitude”’ is hardly fair to this venerable corner-stone of 
monetary science. No doubt in its cruder forms it may be 
justly accounted a truism, which a cynic might define as a truth 
which everyone admits, but nobody troubles to remember. But 
in its modern garb—as it appears, for instance, in Professor 
Fisher’s Purchasing Power of Money—it is less open to this 
criticism. It is true that Professor Fisher connects the depend- 
ence of prices on ‘“‘common money ”’ with a more or less fixed 
ratio of deposits and bank reserves, which Mr. Robertson has 
shown to be, in the abnormal conditions of the present day, 
more elastic than was generally supposed. But there seems 
really no good reason why, in a healthy state of finance, this 
ratio should be more variable than, for instance, the rates of 
life assurance. One fancies that an insurance company, operat- 
ing, if it were possible, in present-day Russia, would find a strict 
adherence to ordinary tables of mortality a source of disaster. 
And a proposition can hardly be called a truism which many 
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able men have been found to deny—including, it would almost 
seem, if I rightly understand his criticism of the ‘ Bradbury ” 
theory of inflation, Mr. Robertson himself. He appears to deny 
that the over-issue of currency notes was the immediate cause 
of the rise in prices, and yet on p. 159 he has to admit that the 
mere determination to limit the issue was a considerable factor 
in the fall which followed the spring of 1920. Moreover, it 
seems hardly correct to say that the ‘‘ Bradbury ” theory takes 
no account of the changes in demand, that is, of the changed 
volume of transactions. Surely the gravamen of the charge 
against the Government, implied if not explicitly stated, is that 
with a smaller volume of transactions it maintained or increased, 
when it might easily have restricted, the output of currency ? 
Perhaps, after all, as Mr. Robertson says himself, it is a question 
of words. The ultimate cause of the rise in prices was, doubtless, 
the loans and Ways and Means advances, but these vicious 
methods of finance would not have been possible if the printing 
press had not been behind them. One is tempted to think that 
if the issue of currency notes had been left to the Bank of England, 
as in the ’70s the issue of the cours forcé was left to the Bank 
of France, the war might have been equally well financed at 
less cost. Mr. Robertson appears to endorse the common 
impression that a fall in prices is ordinarily accompanied with 
discouragement to production. That this is not necessarily the 
case, the present reviewer has endeavoured to show in an article 
which appeared last November in the pages of the Fortnightly 
Review. It is true that Mr. Robertson admits that a fall in 
prices which is accompanied by an increase in production need 
not be disastrous to industry. But does not a fall in prices 
normally lead to an increase of demand, and therefore of pro- 
duction? The present troubles are due not so much to the 
fall in prices as to the bankruptcy of European markets. Had 
the latter been open as before the war the fall would have led 
to an enormous increase in demand. Too much attention, it 
would seem, is paid to the fall in prices, and too little to the 
equally abrupt rise which preceded it shortly after the armistice. 
The fall did not do very much more than equalise matters and 
leave prices not very greatly below the pre-armistice level. 
Mr. Robertson, I think, deals a little too lightly with the subject 
of “‘ devaluation.”’ The results to people with more or less fixed 


incomes, who have had to bear an undue share of the burden 
of the war, would be disastrous if it were finally determined to 
adopt a standard of 90 grains or thereabouts for the sovereign. 
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It is true that the man in the street submits with no more than 
a grumble “ to an equivalent reduction in the commodity value 
of the pound.” But is not that because he believes that the 
reduction will not be permanent, and that in time prices will 
approach nearer to pre-war level? The hope is probably to a 
great extent justified, and it is suggested that the fear that the 
burden of the National Debt will press unduly on posterity is 
somewhat exaggerated. Taxation must be regarded as a whole, 
and the increased weight of the debt charges will be to a con- 
siderable degree offset by the lightening of administrative 
expenditure resulting from reduced prices, to say nothing of 
lower rates of interest facilitating the ultimate conversion of 
the debt itself. 

Mr. Robertson’s chapters on the dependence of gold on its 
marginal cost of production, and on the exchanges seem to the 
reviewer to be excellent. In regard to the latter topic, he brings 
out a point to which sufficient attention has not been paid— 
that the evils of disorganised exchanges are increased by the 
diversion of trade from the natural channels set by economic 
needs to those in which an artificial advantage is reaped from 
currency depreciation. He is probably right, too, in blaming 
the bankers for their undue conservatism in regard to the proper 
relation between reserves and loans, though one may suspect 
that they were not altogether free agents in this respect. 

H. H. O’Farreu 


La Vérité sur notre situation financiére. Par GroraEs LACHAPELLE. 
(Paris: Roustan, 1921. Pp. 179. 8vo. Price 10 francs.) 


Tue title of this book makes one’s mouth water. What is 
the true financial situation of France? How is it ascertained ? 
Will similar methods enable us to arrive at the verity about our 
own financial situation, our true revenue, expenditure, liabilities 
and assets? Alas! The author, preaching to the converted, 
urges that the truth ought to be made manifest; but he does 
not reveal it. How can he when he complains that even the 
Ministry of Finance is ignorant of the national expenditure and 
liabilities month by month, and will only be able to clear up 
current amounts many years hence, if indeed it can ever straighten 
them out ! 

If M. Lachapelle does not tell us la vérité he tells us quelques 
vérités, which would perhaps have made a better title. Before 
we consider them we may observe that democracy without 
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knowledge is a blinded giant, and in the matter of finance is 
woefully uninformed. Part of the blame must be laid on the 
shoulders of Government. Officials, sometimes inept, always 
secretive, and more concerned with administrative convenience 
than public enlightenment, give us imperfect, obscure, and un- 
intentionally misleading information to work upon, and it would 
take a committee of experts to tell us the truth about our own 
financial situation to-day. Even then they would have to leave 
much to conjecture. The outcry against secret finance has not 
yet become so vocal as the objection to secret diplomacy. But 
when the public accounts are clear, well-ordered, and complete 
we shall have taken an important step in reform. 

M. Lachapelle offers many criticisms and suggestions which 
deserve serious attention. They are in the main sound and 
sensible, though some of them appear to pay too little attention 
to what is practicable. It may, for instance, be doubted whether 
the centralisation of Government, which has been in the bones 
of the French since the first Napoleon, can make way for a 
decentralisation from which our author, rightly or wrongly, 
expects more economical administration. He countenances the 
opinion that France ought to have raised more money by taxation 
during the War; but there is strong ground for believing that 
this was neither politically nor administratively possible while 
the nation was in arms and a large part of the country in German 
occupation. His plea for an issue of tax-free securities runs 
counter to the consensus of expert opinion. How far the issue 
to members of the French legislature of monthly statements of 
expenditure by each Department is worthless we will not presume 
to discuss, but the weekly Exchequer account published in this 
country is not nearly so valuable and informing as he thinks. 
He is in error in supposing that a Committee is appointed every 
year to examine the reports of the Revenue Commissioners and 
to make suggestions for the reform of any defects to which the 
reports allude. His chapters are, nevertheless, good reading 
for those who desire to understand the pressing difficulties of 
French finance. The chapters on inflation and reparation are in 
harmony with the opinions of most British economists. There 
is a copious supply of well-compiled statistics bearing especially 
upon the note issue and the debt, and the main lines of French 
finance are firmly drawn and lucidly explained. His strictures 
upon our “ protectionist ’’ policy with regard to German goods 
are severe. Criticism from such a source may come as a shock 
to the responsible authorities, who may have thought that it 











206 THE ECONOMIC JOURNAL [JUNE 


would ingratiate us with the French to adopt this anti-German 
policy. The policy is bad enough in all conscience, but 
M. Lachapelle overrates the practical effect of our niggling 


*‘ protection”’ up to date. 
Henry Hiaes 


The Menace of Money Power. By Cuarues Percivat Isaac, 
(London: Jonathan Cape, 1921. Pp. xii+ 294. Price 
8s. 6d. net.) 


Tu1s book is a plea for free banking, and it may without 
injustice be described as a tirade against the monopoly obtained 
by the Bank of England in the eighteenth century, and more 
particularly against the Bank Charter Act of 1844. Nearly 
all the ills from which the world has suffered since the foundation 
of the Bank of England, and most of those from which it is 
suffering at the present time, are ascribed by Mr. Isaac to the 
State restriction of credit. Most economists would agree with 
some of the author’s criticisms of the Bank Charter Act, but 


they would point out that the Act has practically ceased to | 


function in those directions in which it might have had the effect 
of restricting credit, and that the restrictions imposed upon 
credit by the Bank Charter Act have been counteracted by the 
development of the cheque system. But Mr. Isaac will have 
none of this. “The cheque,’ he says, “is centripetal, the 
note is centrifugal” (pp. 113, 114), and he wants what he calls 
centrifugal finance. What he calls centripetal finance “ has 
substituted for gold, in place of the circulating note of even 
and convenient denomination and reasonable security, a non- 
circulating cheque of varying denomination and _ uncertain 
security. The result can be tested anywhere. The cheque is 
not a generally recognised claim upon real wealth. It cannot 
be used in the daily life of the masses for wages or for the 
purchase of goods. Its characteristic is not to circulate but to 
be sent back to the bank for clearance. The need for a circulating 
medium is constantly increasing, but no substitute for gold is 
allowed’ (p. 257). “‘ Men of productive ability,” the author 
thinks, “‘ are under the present system debarred from initiating 
new industries by the want of credit facilities’ (p. 258), and 
“the cheque-overdraft system favours old-established industries 
at the expense of new ones” (p. 213). As an example of this, 
the failure of some of the smaller aircraft factories after the 
war for want of credit is adduced. The remedy for all this is 








a 


ao ®@ @ 


- + — @ 


-— Beet eS SS RU VY O ct DW 


Vv VW 


- ot O 





1922] ISAAC: THE MENACE OF MONEY POWER 207 


the replacement of control of finance by free competition in 
credit (p. 286). 

If the author had followed out the implications of his own 
definition of credit, it is possible that he might have saved 
himself from a good deal of confusion on the subject. ‘‘ Credit,”’ 
he says, ‘‘ should be synonymous with trust. An act of credit 
means that one person lends to another, with the trust that the 
loan will be returned” (p. 164), and he incidentally remarks 
in this connection that “‘ the most primitive instinct in man is 
distrust.” Mr. Isaac may not unreasonably be asked why 
the banker’s faith in humanity should be increased if he is 
allowed to advance credit in the form of notes instead of in the 
form of overdrafts upon which cheques may be drawn? Why 
should the small air-craft factories (most of which were already 
over-capitalised) have been more likely to obtain credit from 
the banks if a free note issue had been substituted for the cheque 
system? It is certainly true that the cheque does not circulate 
for small payments, but the author seems to have forgotten the 
token currency altogether, an adequate supply of which it is 
always within the power of Government to maintain. 

The book contains a good deal of economic history, which 
is strangely interpreted to show that all was well before the 
foundation of the Bank of England in 1694, and that since then 
we have gone from bad to worse, except for a time in Scotland, 
Ireland, and the U.S.A., when banking in those countries was 
comparatively free. Mr. Isaac, of course, admits that there 
were serious crises before 1844, and constant failures amongst 
the banks of issue both before and after the Act of 1826. But 
unsound methods of banking and other obvious causes, he thinks, 
had nothing to do with these; they were, according to him, 
due simply to the fact that banking was not completely free. 

Except on his one point, Mr. Isaac’s attitude is rather a 
negative one. He does not like the Manchester School, he does 
not like the Socialists. He has no use at all for Trade Unions, 
and not much for economists. Some of his criticisms of the 
economists, such as the following, are unfortunately not wholly 
unwarranted: ‘ The scientists have confined themselves more 
and more to mere historical research, to a laborious study of 
economic detail and a registration of fresh doctrines. These 
doctrines, in so far as they have found any amount of acceptance, 
have originated, not with the economists proper, but with social 
theorists from the outside world” (pp. 25, 26). Again, it is 
no doubt true that the small and capable producer in England 
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has not the same facilities for obtaining credit as is the case in 
some other countries, a fact which is probably responsible for 
waste of ability and of valuable productive power. But it is 
surely possible to remove this defect by simpler and less dangerous 
methods than free competition in credit—perhaps through an 
extension of co-operative banking. 

H. SanpERSON FuRNIss 


' Essays in Taxation. By Epwin R. A. Sevicman, McVickar 
Professor of Political Economy in Columbia University. 
Ninth Edition, completely revised and enlarged. (The 
Macmillan Company. 1921. Pp. xi + 806.) 


Tuts is the ninth edition of a work first published in 1895, 
and it is described on the title-page as ‘‘ completely revised and 
enlarged.’ Enlarged it certainly is, but the claim to complete 
revision, although reasserted in the Preface by a declaration 
that the various chapters have been brought “ down to date,” 
seems to rest for the most part on occasional slight footnotes. 
It may disconcert a British taxpayer to read that “ it is every- 
where conceded that England is on the brink of a still greater 
expenditure,” until he gathers from the context that Professor 
Seligman is only forecasting, from the standpoint of 1913, the 
drift of the social legislation of the Asquith Government and 
of the naval competition with Germany. The section headed 
“The British Land Taxes ”’ still stands, with passages like the 
following :— 


“A good beginning has been made in the process of valua- 
tion, although it will take some years before it is completed. 
The new taxes are expected ultimately to yield a substantial 
revenue; some competent authorities estimate it as likely to 
amount, at the present rate, to between five and six million 
sterling annually.” 


After a full eight pages in this vein, it may be doubted whether 
a footnote intimating that ‘all further attempts to proceed 
with the valuation of land and to enforce the laws were dis- 
continued in 1920” is enough to guard an American student 
against serious misapprehensions. Some other sections have 
an even more archaic air. It would be unreasonable, of course, 
in a work of this size to look for the very extensive rewriting 
that would be required for a really adequate revision; but if 
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Professor Seligman had done no more than cut out dead 
matter, this edition would have been much more serviceable 
and, incidentally, much shorter. 

The enlargement is due to the addition of five new chapters, 
of which two are concerned with the American problem of 
devising a satisfactory substitute for the discredited General 
Property Tax as a source of State, as distinct from Federal, 
revenue. Here Professor Seligman avows himself a convert to 
the policy of a State income-tax ‘‘ supplementary, and as far 
as possible conformable, to the federal income-tax,’ and he 
argues a complex case in a very lucid and convincing way. 
The remaining chapters deal with the general problems of war 
finance, and will be of more interest to British readers. On 
the familiar issue of loans versus taxes Professor Seligman takes 
a middle path, which leads him to defend the policies pursued 
by the British and American Governments as about the wisest 
possible. The purists who would have financed the war mainly 
out of taxes usually argue that this would not only have been 
practicable, but that it would not have meant a materially 
greater burden during the war period itself, since the munitions 
and war supplies had all to be produced then and the real costs 
of the war were accordingly incurred (for the most part) at 
the time. Professor Seligman does not dispute the substantial 
truth of this contention, so far as what he calls the objective 
costs of the war are concerned. But he retorts that subjective 
costs are at least half the problem, and that the loan method 
served in part to diminish and in part to transfer to the future 
the subjective costs of the war. Some individuals were able to 
lend to the Government without difficulty a much larger pro- 
portion of their incomes than could have been obtained from 
others, equally well to do, without dislocation to business or 
some really serious injury. No system of taxation could be 
adapted to meet such varieties of individual circumstance ; 
and, accordingly, to have substituted taxation for loans would 
have been to redistribute the immediate objective burden in 
a manner which would have represented a much greater loss of 
immediate utility. Further, in an economic world based upon 
credit, no one regards a loan as constituting nearly as great a 
present sacrifice as an equivalent tax; and the difference is 
certainly not compensated by the greater prospects of taxation 
in the future which the use of the loan method entails. Accord- 
ingly, in so far as the individual would have paid in taxes the 
same sums as he actually subscribed to loans, not merely would 
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he have become more disgruntled, but his productive efficiency 
might thereby have been impaired. 

For these and similar reasons Professor Seligman considers 
that war taxation was carried about as far in the United States 
and Britain as was prudent. At the same time he is fully alive 
to the serious reactions of the loan policy on the future, and 
he does not consider that most of the Continental Governments 
taxed enough. Moreover, in the matter of the particular taxes 
chosen, the Anglo-Saxon communities are further commended 
for their greater reliance upon direct as compared with indirect 
taxation. ‘It thus appears that the United States succeeded 
even better than Great Britain in carrying through a democratic 
fiscal program in the war; and that the Anglo-Saxon countries 
disclose a very decided contrast to all the other belligerents. 
The consequences are apparent in the relatively more favourable 
situation in which Great Britain and the United States found 
themselves when confronting the problems of post-bellum 
finance.”” The conclusion is somewhat complacent; but, in 
the main, Professor Seligman’s handling of these topics is dis- 
tinguished by a union of sound analysis and good sensible 
judgment, which makes him refreshing and instructive to read. 

H. D. HenpERSON 


The Problem of Estimation: A Seventeenth-Century Controversy 
and its bearing on modern statistical questions, especially 
index-numbers. By Correa Moytan Watsu. (P.S. King 
& Son, Ltd. Pp. 144. Price 6s.) 


THE controversy between Galileo and Nozzolini, which forms 
the introduction to Mr. Walsh’s book, not only states the essential 
problem to be discussed, but also sets the tone and spirit of his 
exposition. The detailed arguments, cast always in the form 
of personal challenge and invective, read like a brief rather than 
a treatise. Yet after accusing Dr. Bowley of obscurantism, 
Prof. Edgeworth of irrelevance and Jevons himself of evasion, 
Mr. Walsh has to admit that his own best formula for measuring 
a change in the price level—the geometric mean between the 
arithmetic average of the price-variations with the weighting 
of the first period and the harmonic average with the weighting 
of the second 1—is only approximative. Indeed he confesses that 

1 The ratio of the price levels at two periods P._ 4 /2UP2 | 2%2P2 where 

P, 29:P1  ~%P1 


Pi» %1» Por Yq are the prices and quantities in the first and second periods 
respectively. 
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the problem of axiometry may after all be insoluble with perfect 
precision, even when all the prices and the quantities are exactly 
known at both periods. Economists need not, therefore, be 
utterly ashamed of the negligence imputed to them. Only 
lunatics continue to work out the value of 7 in the hope of squar- 
ing the circle. At the same time the logical defence of this 
formula, built out of the shattered remains of many others, is 
always interesting and often diverting. There has been much 
muddled thinking about this problem for which Mr. Walsh has 
now put an end to all excuses. 

With the details of the data Mr. Walsh has no concern. 
Whatever be the quesita of an index-number, he insists that there 
can only be one theoretically right way of averaging price-varia- 
tions. In this he pushes his quarrel with Prof. Edgeworth too 
far. It is conceivable that a series of prices might be selected 
as an index of something essentially different from ‘ the purchasing 
power of money brought into relation with the data ’”’—wherever, 
for instance, the prices partake of the nature of a measurement 
rather than of an estimate and are to be averaged, as it were, 
for their own sakes. The recent experiences in trade boom and 
depression have shown how vast is the psychological influence 
of a change in individual price quotations. Nothing would 
persuade a business man that he is better off during a collapse 
of prices if the price of the commodity in which he is interested 
is merely falling more slowly than the rest. 

But the most powerful, because the most general, accusation 
in the whole work (though made specifically only in the last 
paragraph) is that implied in its form. It is inconceivable that 
a technical treatise on physics or chemistry or even biology or 
genetics would be written in the same style as a seventeenth- 
century controversy on the subject. Economists can find material 
for accurate scientific investigation only in the domain of price 
and monetary problems; yet they have not even come to an 
agreement about the tools which can justifiably be used. Mr. 
Walsh shows how painfully immature the study of economics 
is when judged by the standards of exact science. It would be 
unfortunate if this lucid and convincing thesis should lose its 
force owing to the very violence with which it is stated. 

But when all is said about the theory of averaging—and 
unlike his champion Galileo, Mr. Walsh will certainly have the 
last word—the hopeless inadequacy of the data obtainable still 
remains by far the greatest stumbling-block in the way of the 
axiometrist. When price quotations can be relied upon to err 

No. 126.—von. XXXII. Q 
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from the truth by not more than 1 per cent. instead of 10 per 
cent., and weightings to bear any sort of demonstrable relation 
to reality, it will be time to use Mr. Walsh’s formula. Till then 
the congruence which now exists between such diversely con- 
structed indices as those published by The Times and the 
Board of Trade will soothe the consciences which Mr. Walsh 


so violently disturbs. 
A. J. BEAMISH 


Tariffs: A Study in Method. By T. E. G. Grecory, B.Sc. 
(Econ.) Lond. (London: Charles Griffin & Co., 1921. 
Pp. 499. Price 25s.) 


Tuts book, as its title indicates, is concerned, not with 
fundamental questions of the merits or demerits of Free Trade 
or Protection, but with the very numerous technical questions 
which arise in the construction and operation of tariffs. Its 
interest and value, therefore, are more for the student of public 
administration and for the man who wishes “to see how it is 
done,”’ than for the economic theorist. But even the economist, 
in the narrower sense of the word, will find much to interest 
him in this book. For example, the discussion in Chapter V 
of the different effects of specific and ad valorem duties under 
rising and falling prices; the survey of the anti-dumping 
measures recently taken in a number of countries; the analysis 
of varying methods of mitigating the effects of a protectionist 
régime by means of the ‘“‘ improvement trade,” by compensatory 
exports and imports, and by drawbacks on exports; and, finally, 
the instructive chapter on Commercial and Tariff Treaties, 
dealing mainly with the working of the Most Favoured Nation 
Clause. Mention should also be made of Appendix II on the 
Tariff as a revenue instrument. But even in regard to most 
of these questions the author is interested primarily in the 
technique of tariff-making and he is content to refer the reader 
to other authorities for views on the economic issues involved. 
It speaks a good deal for the impartial way in which the subject 
is treated that the author never discloses what are his own views 
on the deeper issues involved, while the only general conclusions 
on the matters which fall strictly within the scope of his work are 
contained, oddly enough, in the Preface, and are of a very guarded 
nature. Dr. Gregory draws his illustrations of the various 
methods employed in the construction and working of tariffs, from 
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the practice of many different countries, and in some, though 
not in all cases, gives a general survey of the extent to which 
particular methods are adopted in many of the chief countries. 
In view of his general summing-up against ad valorem and in 
favour of specific duties, it would have been of interest if he 
could have stated the extent to which either of these methods is 
used in the case of different countries, and their relative import- 
ance in the tariff system of countries adopting both methods. 
In general it would have added materially to the value of the 
work if rather more attention had been paid to the quantitative 
aspects of the subject. 

Perhaps the chief impression left by a perusal of this book 
is that of the extreme complexity of the problems involved in 
tariff-making—e.g. rate-framing, systems of classification, valua- 
tion questions, and many others. Even when a Government 
has decided what policy it shall pursue and which interests it 
desires to protect, the practical application of its policy teems 
with difficulties of a formidable nature, many of which, as the 
author shows, are not susceptible of a completely satisfactory 
solution. It is an interesting commentary upon the simplicity 
of the pre-war tariff system of this country, that this is the first 
book of British origin to deal with the technical side of tariff- 
making in a comprehensive manner, though it is strange that 
the need for such a book should not have been apparent during 
the Tariff controversy. Dr. Gregory is to be congratulated on 
the successful manner in which he has, throughout his work, 
ordered the enormous and unwieldly mass of information with 
which he has had to deal, and brought it within the limits of 
a scientific system of classification. There can surely be few 
people who would have approached the task undertaken by the 
author without feeling that they were being subjected to a 
truly Gilbertian form of punishment. By the time, how- 
ever, that the present reviewer had finished the book he 
felt in need of some of the sympathy which he had previously 
extended to the author; for although it is hardly to be expected 
from the nature of the subject that it should be light reading, 
yet that it should be as difficult and laborious to read as is in 
fact the case, seems to indicate a certain defect in exposition. 
The style is by no means free from obscurity, and at times a 
certain contagion seems to have spread to it from the numerous 
excerpts from official texts of laws cited here. Some of the 
paragraphs and sections of laws taken out of their context are 
most obscure, and the author rarely comes to the aid of the 
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reader with ai explanatory comment. We confess to having 
been completely baffled by the following passage on page 355: 
“Time of Importation.—A very full definition is given in the 
U.K. C.C.A., § 40—‘ such time shall be deemed to be the time 
at which the ship importing such goods actually came within 
the limits of the port at which such ship shall in one course be 
reported and such goods be discharged,’ but, by the Finance 
Act of 1901 (1 Edw. VII., c. 7) § 7 (2)—‘ As respects the first 
levying or repealing of any duty of customs (including any duty 
imposed by this Act) the time at which the importation of any 
goods shall be deemed to have had effect shall be the time at 
which the entry of the goods under the Customs Act is delivered 
instead of the time mentioned in § 40 of the Customs Consolida- 
tion Act, 1876.’”’ Again, the pages devoted to the tariff system 
of the French Colonial Empire leave the uninstructed reader in 
a state of fog as to the precise nature of the system prevailing, 
which is specially unfortunate in this particular case owing to 
its great political importance. 

The task of the reader is not facilitated by the considerable 
number of misprints (the reviewer noticed at least thirty), some 
of which were quite minor errors overlooked in proof-reading, 
while others were clerical errors sometimes affecting the whole 
meaning of a sentence or paragraph. For example, on page 69, 
line 5, “ bi-linear”’ should read “ bi-lateral’’; on page 175, 
line 22, “‘ infra marginal’’ should read “ supra-marginal”’; on 
page 176, line 20, “‘ minus ” should read “‘ plus”’; on page 454, 
line 26, “‘ Non-Reciprocal ’’ should read ‘‘ Reciprocal.” 

The defects to which attention has been drawn do not, how- 
ever, weigh heavily in the balance when compared with the 
gratitude owing to Dr. Gregory for such a very thorough and pains- 
taking piece of work on a subject which has hitherto been left 
severely alone by British writers, though its importance for this 
country has been greatly accentuated as a result of the war. 
It would be a real gain if Members of Parliament and others 
could be induced to submit themselves to the severe mental 
discipline of ploughing their way through the pages of this book, 
and thus obtain a fair conception of the administrative problems 
involved in a tariff system. 

C. W. GUILLEBAUD 
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Le Prélévement extraordinaire sur le capital dans l Empire alle- 
mand. By Victor Bapvuesco. (Paris: Marcel Girard. 
Pp. 513.) 


Tuts substantial volume is divided into three parts: (1) The 
Capital Levy in German legislation and theory down to 1919; 
(2) The political, economic and financial situation of Germany ; 
and (3) The laws of December 31, 1919, December 22, 1920, and 
July 6, 1921. The text of the laws is printed in an appendix. 

Book II of Part I contains a long and careful account of 
the economic arguments advanced for and against a capital 
levy in Germany between the years 1914 and 1919. In spite 
of expectations of an indemnity, the question appears to have 
become one of public debate considerably earlier than it did in 
this country. The existence of the Wehrbeitrag precedent was, 
no doubt, partly responsible for this. The arguments used on 
both sides were very similar to those that, towards the end of 
the war, made their appearance in this JouRNAL and elsewhere. 
There was even, in veiled form, the famous argument of the 
rich man among the Penguins: ‘‘O Mael, O mon pére, j’estime 
qu'il est juste que chacun contribue aux dépenses publiques et 
aux frais de l’Eglise. Pour ce qui est de moi je suis prét & me 
dépouiller de tout ce que je posséde, dans l’entérét de mes fréres 
pengouins, et, s'il le fallait, je donnerais de grand cceur jusqu’é 
ma chemise. Tous les anciens du peuple sont disposés, comme 
moi, a faire le sacrifice de leurs biens; et l’on ne saurait douter 
de leur dévouement absolu au pays et 4 la religion. Il faut 
done considérer uniquement lintérét public et faire ce quil 
commande. Or ce qu'il commande, O mon pére, ce qu'il exige, 
c'est de ne pas beaucoup demander a ceux qui possédent beau- 
coup; car alors les riches seraient moins riches et les pauvres plus 
pauvres. Les pauvres vivent du bien des riches ; cest pourquoi ce 
bien est sacré.” M. Badulesco groups these arguments together 
in four chapters as financial arguments, economic arguments, 
considerations of justice and technical considerations. He 
summarises the general impression to be gathered from them 
thus: ‘“‘ As we have seen, when account is taken of the real 
conditions of economic life, of the diversity of individual fortunes 
and situations, the levy on capital—as public opinion conceives 
it—loses, in actual realisation, a part of what, at first sight, con- 
stituted its true attraction. Immediate payment in cash is 
limited; annuities, sometimes of long term, become necessary ; 
certain fortunes can only meet the levy under the form of a renew- 
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able tax, others, though important, escape; the results of an 
extraordinary levy on capital are thus much diminished... . 
We are brought to conclude that the question of the advantages 
and disadvantages of an extraordinary levy on capital does not 
lend itself to a general solution @ priori: it can only be resolved 
in particular cases, account being taken at once of the economic, 
political and social conditions of the country under review and 
of the fiscal needs which the system of taxes is called upon to 
satisfy” (pp. 151 and 155). In this connection it is important 
to observe that, whereas in England the object sought by advo- 
cates of a capital levy is the liquidation of a large part of the 
internal debt, in Germany, with an unbalanced budget and the 
heavy reparations burden, such liquidation is not now a practicable 
ideal. 

In the various capital levy laws as actually passed by the 
Reichstag it is only possible here to mention one or two points 
of special interest. (1) In the Wehrbeitrag of 1913 there was 
an arrangement for taxing income derived from work, to balance, 
in some degree, the tax on capital; there is no corresponding 
arrangement in the post-war laws. (2) The first of these laws, 
that of December 1919, made such free provision for postponing 
payments that only a very small proportion of its total yield 
would have accrued in the near future; but the Amending law 
of 1920 forbade postponement for more than a short time except 
in very special cases. (3) The German capital levy is assessed, 
not merely on physical, but also on moral (or fictitious) persons. 
Universities, churches and certain other bodies are exempted. 
But joint stock companies are subjected to the levy directly and 
not merely through their shareholders, complicated provisions 
being introduced to prevent this arrangement from involving 
double taxation. The levy on moral persons is, of course, at a 
fixed rate, and not, like that on physical persons, progressive. 
(4) Furniture and household goods are exempted from the levy, 
and a rebate up to 100,000 marks is allowed to people who have 
lost these things through the war and have not replaced them by a 
day fixed by the law. Special treatment is also accorded to 
objects of art and jewellery, a distinction being made between 
those that had come into their owner’s possession before and 
after 1914. (5) Abatements are allowed in certain conditions 
to persons below a named standard of fortune if they are over 
45 years of age, and larger abatements if they are over 60 
years of age. (6) The valuation of fortunes is based on declara- 
tions made by the owners and controlled in various ways; and, 
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moreover, the first valuation is treated as provisional, so that 
errors discovered within three years may be rectified. 

No large sum of money was received under these laws, now 
apparently abandoned, and there has been little opportunity to 
draw lessons from a study of their practical working. The col- 
lapse of the internal value of the mark since the date of the valua- 
tion upset the calculations alike of their advocates and of their 
opponents. None the less, M. Badulesco’s volume will prove an 
essential part of the equipment of students of this subject. That 
he is not obsessed by technicalities to the exclusion of wider con- 
siderations is well shown by his prefatory remark : ‘‘ Une réforme 
fiscale—comme toute mesure sociale—doit compter avec l’opinion 
publique, et, quels que soient ses mérites, elle échouera si l’opinion 
lui est hostile; il importe peu, dans ce cas, que les griefs formulés 
soient fondés ou non, car rien ne saurait donner plus de force a 
une erreur que de la mettre au service des intéréts personnels ” 


(p. ix). 
A. C. Pigou 


War and National Finance. By the Hon. R. H. Brann. 
(London: Arnold, 1921.) 


Tuis is a collection of articles written for The Round Table 
between the years 1912 and 1920. Not every writer on current 
events in a popular periodical could stand the test of being 
confronted with what he wrote ten years ago. But there is no 
discrepancy between Mr. Brand’s earlier and later articles. 
His foresight and insight before and at the beginning of the war 
lend authority to the opinions and advice which he offers with 
respect to post-war problems. Long before the war, in March 
1912, he warned this country and the Dominions that a nation, 
“even the most up-to-date and reasonable nation ’’—even 
Australia or Canada—might be called on to fight for its liberties 
and its place in the world. Finance does not make war impos- 
sible. So long as deep national differences persist, so long 
there is a danger that they may clash in their effort to live and 
expand.” In December 1914 the prophetic author disputed 
the comforting idea that our opponents would very soon be 
forced by financial exhaustion to make peace. He recalls the 
example of revolutionary France not deterred by wretched 
finances from conquering Europe. We might add the example 
of the Prussians under Frederick the Great, who, according to 
Macaulay, was determined to fight on as long as there was rye- 
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bread and potatoes, lead and gunpowder. The “ psychological 
element,” as Mr. Brand says, the temper of the people, is more 
important than finance. Another instance of Mr. Brand’s 
foresight is his prediction in 1914 that though “ immediately 
after the war there may be a short period of seeming prosperity, 
a small boom for a year or two, yet there must inevitably then 
be a more or less prolonged period of stagnation and depression 
while each country is building up its reserves of capital.” 

The whole tenor of the writings before and during the war 
appears to evince a remarkable sagacity, compounded of common 
sense and expert knowledge, which disposes us to defer to the 
writer’s judgment on matters of present practical importance, 
when we have not the opportunity of forming an opinion from 
first-hand data. We refer especially to facts and inferences 
which may be described as ‘‘ economic consequences of the 
Peace.”’ The views which a more brilliant writer has expressed 
under that title derive confirmation from our author’s independent 
sober judgment. Mr. Brand describes himself as in general 
agreement with Mr. Keynes, though disagreeing with some 
views about foreign Governments which he attributes to Mr. 
Keynes. If there is a difference between the two writers in 
political views, as there certainly is in literary style, such differ- 
ence does not destroy, but rather confirms, the impression which 
is produced by their agreement concerning economic conditions. 
They agree as to the terrible consequences of the war to con- 
tinental Europe. Mr. Brand, indeed, adds one touch which 
perhaps his financial experience brought under his notice. The 
small nations which had just come into existence clamoured 
for credit in order to buy more high explosive and machine guns, 
wherewith to destroy each other, rather than for the restoration 
of industry. Nor were the great nations less blind in their 
hatreds. ‘‘ Nothing was more depressing to anyone who spent 
some months in Paris during the spring (of 1919) than the 
complete absence of any generous or even sane outlook on future 
international relations.” Like Mr. Keynes, Mr. Brand recom- 
mends moderation in the exaction of reparations. ‘‘ If we take 
away from her (Germany) all her liquid assets and all her working 
capital; if, furthermore, she is bound in future to make yearly 
payments to an amount which will in any reasonable human 
expectation exceed her capacity, then no one outside a lunatic 
asylum will lend her money or credit, and she will not recover 
sufficiently to pay anything.” On the question whether, under 
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of German soldiers killing or wounding our soldiers, the cost of 
pensions, Mr. Brand declares that “this meaning cannot, in 
our opinion, honourably be read into the words we used ”’ (at 
Versailles, November 1918). 

We have dweli especially on points which concern all classes 
of readers. There are other parts of the book which will interest 
the general reader more than the trained economist, descriptions 
of the Foreign Exchanges, the nature of Public Loans, and 
other aspects of “ Lombard Street.” But even the trained 
economist, if his training has been mainly academic, may learn 
something from the restatement of familiar truths by one who 
is conversant with their application in practice. 

F. Y. EDGEWoRTH 


The Acquisitive Society. By R. H. Tawnry. (London: G. Bell 
& Sons, Ltd. Price 4s. 6d. net.) 

Berore Mr. Tawney, the reviewer stands at gaze. It is as 
impossible to quarrel with him as it is with a child or a prophet. 
He is as much beyond criticism as a gloire de Dijon. He speaks 
with enthusiasm and not as the economists. He is one of a 
long line of dreamers of dreams that began with Plato and will 
only end when the world ends. If and when he understands 
that there is only one task of which it can be stated definitely 
that it is easier to perform it than to criticise society as it has 
been, is now, and always will be, he will write a bigger, wider, 
better, and more influential book than The Acquisitive Society. 
That task is shelling peas. 

The Acquisitive Society is an expansion of the author’s The 
Sickness of an Acquisitive Society. The relation between them 
is as follows :—The latter was published by the Fabian Society 
in paper covers at ls. net. It has been expanded by about 
one-third in length—the additions adding, as I think, nothing 
to the substance and little to the value of the original—put 
into cloth boards, and published at 4s. 6d. net. I have no data 
for deciding whether the change is a sample of the sickness or 
of the acquisitiveness of society. 

There is a naive simplicity about Mr. Tawney. He imagines 
earthquakes and makes pills to cure them with a facility truly 
delightful. Society is all wrong because it is “ acquisitive,” 
that is to say, individuals in it carry on their daily work in order 
to acquire an income; and they are able to do this because the 
law recognises that each of them has rights and enforces these 
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rights against those who infringe them. Society is organised 
on a basis of rights and should be organised on the basis of func- 
tions. Not what a man owns should determine his income, his 
status, and his influence, but what he does. Industry should 
be organised to render services and not to reap profits. 

Because it is organised solely in order to reap profits, the 
direst results follow, according to Mr. Tawney. On its economic 
side, society is sick even unto death. Proof? Simplicity itself. 
Everybody agrees that what is needed at the present time is 
increased output, and yet society cannot get it because the work- 
man who refuses to recognise the moral rightness of the present 
economic system refuses to be a consenting party to the higher 
output which society must have or perish. 

This is the earthquake which is to shatter society as we know 
it. Mr. Tawney is ready with his pill. Two things have to be 
done: the first is to kill off all shareholders; the second is to 
organise every industry as a profession. 

The shareholder is, according to Mr. Tawney, the noxious 
germ which is killing society. He corresponds to the dead hand 
of the medieval Church, and a new Statute of Mortmain is 
needed to get rid of it. Take a typical case. Here is one. 
John William Biggs, born to clogs ia « «Lancashire spinning 
town. Having brains and application far above his fellows, he 
saves money, and in time becomes a master spinner, owning a 
mill containing 40,000 spindles worth 30s. apiece, employing 
800 work-people. The mill and all that therein is is property, 
but it is not functionless property, since the owner, in return 
for being guaranteed his property rights by the society in which 
he lives, performs the function of running a mill and keeping 
800 hands and their dependents in work and wages year in and 
year out. But John William, like the rest of us, grows old. He 
has made all he wants to make. So he turns his mill into a 
Limited Liability Company, sells it to the new Company for 
half a million in £1 shares, and retires to St. Anne’s-on-Sea to 
die in grace and peace. From the very moment he becomes a 
shareholder, he also becomes, in Mr. Tawney’s view, a parasite on 
society, an evil-minded person who reaps where he has not 
sown. When he dies and leaves his shares to his son, that son, 
again according to Mr. Tawney, is a person who is outside the 
pale, and should be economically pole-axed forthwith. Why ? 
Because so long as industry is organised merely to provide profits 
for shareholders it cannot be organised to provide service for 
the community. 
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Mr. Tawney, then, would have the shareholder eliminated, 
and along with him would go the mere “ business” man, the 
financier, the company promoter, the organiser of trusts and 
monopolies. This would leave behind the only classes who, 
according to Mr. Tawney, have not only a legal and economic 
but also a moral right to their incomes. These are—(1) the 
professional and technically qualified managers of industry, 
those who are familiar with the productive processes and the 
scientific and mechanical equipment with which they are carried 
on; and (2) the workers. These are to organise industry some- 
how—how not stated—so wondrously tviat all waste will be 
eliminated, all workers completely satisfied so that they work 
with the highest efficiency, and all consumers perfectly satisfied. 
It is all done, one observes, by eliminating two classes, those who 
provide the capital and those who conquer the markets. Future 
capital would, one gathers, be set aside by the governing body 
of each industry from the gross amount realised by the sales of 
the products of the entire industry. As for future markets, we 
hear nothing at all of them: with the shareholder dead and gone, 
and every industry organised as a profession, consumers would 
apparently be so delighted that the markets would be formed by 
a process of spontaneous generation. 

The fact of the matter is that Mr. Tawney is absolutely right 
in what he aims at, and entirely wrong in the reasons he gives 
for aiming at it and the methods by which he would approach his 
object. I entirely agree with him when he says that the position 
of the worker in every industry should be stabilised so as to 
approach the Civil Service in the certainty and continuity of its 
reward. I share his view that the worker should be engaged not 
for a day or a week at most, but for life, though I add the proviso, 
omitted by Mr. Tawney, that his claim to a continuous income, 
whether the employer had at any particular moment a job to give 
him or not, should not be an absolute right, but should be 
dependent on his worth. 

There is one blameworthy feature of what is on the whole a 
noble book. The writer’s passion leads him to definite dis- 
tortions, and occasionally the atmosphere of the book is, at 
any rate to my mind, frankly noxious. For example, Mr. Tawney 
writes: ‘‘ A mill-owner may poison or mangle a generation of 
operatives; but his brother magistrates will let him off with a 
caution or a nominal fine to mangle the next. For he is an 
owner of property.” If these words are to be construed strictly, 
they are wrong as applied to any period known to me, but Mr. 
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Tawney writes as if they were wholly true of to-day, and that is 


an unpardonable delusion. 
GrorcE W. Gove 


Labour in Transition: A Survey of British Industrial History 
since 1914. By Witt1am Aytorr Orton, M.A. (Cantab.), 
M.Se. (London). (London: Philip Allan & Co., 1921. 
Pp. xxiv + 286.) 

The Frontier of Control: A Study of British Workshop Politics. 
By Carter L. Goopricu. With a Foreword by R. H. 
TawNrEy. (London: G. Bell & Sons, Ltd., 1920. 
Pp. xvi + 277. Price 7s. 6d. net.) 


THE subjects of these two books, both the wider one of the 
position of labour, and the narrower one of the nature and meaning 
of control, have produced much, and often embittered, controversy. 
Indeed, there has been some danger that the real and vital facts 
would be overlaid, and overlooked, owing to the arguments and 
theorising that they have called forth. It was most necessary, 
therefore, that the matter should be dealt with, both historically, 
as is done by Mr. Orton, and critically by Mr. Goodrich, in a 
serious attempt to elucidate the facts. And this is the chief 
of the many merits of these books. Both are excellent in style 
and matter and deal thoroughly and fairly with their subjects; 
but their scientific treatment is their greatest virtue. It may 
be added that a brief but most suggestive introduction to Mr. 
Goodrich’s book is provided by Mr. Tawney, who shows a gift 
for succinctly epitomising the facts and tendencies which Mr. 
Orton and Mr. Goodrich set out in detail. 

Mr. Orton’s task, which amounted to an attempt to trace the 
history of labour since the outbreak of the Great War, was 
necessarily difficult. Not only is much of the information 
fragmentary and hard to piece together, but the war itself brought 
a great confusion in, and alteration of, standpoints. There is, 
further, the very real difference in the meaning to be attached to 
control. The mass of working-class feeling itself is a tangle of 
varying, often conflicting, ideas; and while, before the war, 
‘strictly within the lower and broader stages (of society), 
there has been growing up for near a century a sullen ‘ class- 
consciousness ’ founded for what it was worth almost entirely 
on a community of economic disabilities,” this as yet had no clear 
and definite expression, With the war, a more definite formulation 
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began with the shop stewards and the movement for workers’ 
control; whilst, along with this, and not necessarily in con- 
formity with it, the Trade Union movement was seeking to retain 
and extend its existing privileges. It is no small achievement 
of Mr. Orton to have brought the thread of his narrative so clearly 
through the tangle of war and post-war years; and the coolness 
of his judgment is commendable. He is never afraid to criticise, 
and yet his criticisms are always well-balanced. His work, too, 
is very readable. 

It must be sufficient to refer to a few more salient points. To 
begin with, he sets out clearly the real danger and difficulty during 
the war in the position of the skilled workman, “‘ among whom 
what skill at lathe or forge or loom a man had gained was his one 
precious possession, to be protected against exploitation as a 
richer man might guard his jewels against the thief.’’ In this 
lay the real problem of dilution, and it is well that the matter 
should be emphasised. Unfortunately, the attitude adopted at 
an early stage in the war was calculated to increase rather than 
to diminish the fear of change. Mr. Orton analyses the possible 
means of increasing the supply of munitions. It is significant 
that the first attempt appears to have been on lines which 
endangered the position of the artisan, and yet were less promising 
than the policy of extending contracts among firms not hitherto 
engaged on munitions, which was comparatively neglected, or 
at least received less attention. It is probable, indeed, that sus- 
picions thus engendered during the spring of 1914 had intensified 
the subsequent difficulties of the dilution scheme. One point 
that perhaps Mr. Orton might have emphasised more than he 
has done is the very special way in which the trades represented 
by the A.S.E. were threatened; for this goes far to account for 
any special difficulties that arose with them. 

Moreover, Mr. Orton brings out admirably the psychological 
element in the problem. To reach a settlement with the Trade 
Union leaders, better informed of the national position and of the 
safeguards provided, was one thing. The real test came when 
the agreed changes were applied in the individual workshops. 
On this Mr. Tawney says: “‘ The condition of carrying out the 
reorganisation effectively was the consent of all engaged in the 
industry. . . . When, as in the textile trades, that representative 
machinery worked effectively the emergency was met with com- 
paratively little difficulty. When, as in the engineering trades, 
the policy was to force drastic innovations upon workers who 
were not consulted with regard to them, the result was endless 
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friction.” It may be added that, as regards this last point, 
Mr. Orton’s view of the dilution policy in engineering seems 
appreciably less severe. 

Mr. Orton is fully alive to the less desirable elements in the 
Labour movement, and sets out clearly the growth of revolutionary 
or anti-patriotic elements or ideas. His concluding chapter is 
most interesting, and should be carefully studied. It shows a 
clear perception of the difficulties of immediate extensions of 
workers’ control, and rests its hopes rather in a movement “slowly 
broadening down from precedent to precedent.” 

Mr. Goodrich set himself narrower limits, namely, to investi- 
gate the meaning of control, to explain why it is demanded, 
and to attempt to discover exactly how much of it exists; or, in 
Mr. Tawney’s very apt words, “‘ we must know exactly how much 
control is wanted, and control over what, and through whom 
it is to be exercised.”” The work requires in some ways different 
qualities from that of Mr. Orton. For it is primarily critical 
and analytical, whilst Labour in T'ransition is more historical and 
descriptive. Again, to quote Mr. Tawney : “ Mr. Goodrich brings 
the wide background of a student of economics, and a dash of 
charming scepticism, which to one heated by the somewhat feverish 
temperature of British industry during the last two years is 
as refreshing as the ice at the close of an American dinner.” He 
has also an admirable sense of humour and is fully alive to the 
lighter incidents of the struggle for control. 

Perhaps the best parts of the book are the opening and closing 
chapters. The first analyses admirably the meaning of the 
demand for control. Mr. Goodrich throughout aims rather at 
stating facts than at arguing on principles. In the closing 
chapter, however, he attempts to lay down what control means 
in order to be able to give some estimate as to how far it has 
gone, and distinguishes between “ positive’ and ‘ negative,” 
“customary ” and “ contagious,” “ agreeable ’’ and “‘ enforced,” 
** dependent ”’ and “‘ independent,” control. The last term means 
control taken or enforced as a right, not received as a gift, where 
the workers’ side ‘“‘ does actually exert an independent force.” 
This, he considers, ‘‘ seems . . . the broadest sense in which the 
term ‘ control’ can be used with any significance.” 

In the intervening chapters the author deals subject by subject 
with the different branches of workshop life, and shows how they 
have been affected by the movement for control. He excluded 
deliberately such questions of wages and hours as belong primarily 
to ordinary Trade Union policy, as not coming rightly within the 
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special problem. These chapters, too, are excellent, though certain 
criticisms of detail are possible. For instance, the work of Trade 
Unions in finding places for their members seems to be under- 
estimated. But these, after all, are small points. They detract 
little from the value of the work. 

N. B. DEARLE 


Insurance against Unemployment, with Special Reference to 
British and American Conditions. By Josrru L. Conen, 
B.A. (Cantab.), M.A. (Columbia, U.S.A.), “‘ Richard Watson 
Gilder ” Fellow in Economics (Columbia). (London: P. S. 
King & Son, 1921.) 


INSURANCE as a means of mitigating the loss caused by 
natural contingencies—death, sickness, fire, shipwreck—has long 
been known and practised among civilised peoples. Insurances 
against losses which are only partially the work of nature, and 
are largely caused by human institutions and circumstances, are 
a more recent development. Unemployment, for which Mr. 
Cohen offers the following as a definition, ‘‘ A workman is un- 
employed when he is able-bodied, efficient and, though willing 
to work in his own trade at the current rate of pay, is unable 
to find employment because of lack of work,’ is such a mixed 
event. An instance of insurance against unemployment that 
arises from natural causes is given by the Friendly Societies of 
House-painters. Their employment only lasts for part of the 
year and is necessarily suspended during the winter, when they 
will be reduced to distress unless they have some other and 
supplemental employment for that season. This risk they provide 
against by contributing to a common fund during the part of 
the year in which their work is continuous and well paid. Apart 
from these occupational societies, Friendly Societies often make 
grants to members while out of work. They cannot offer to 
such members a definite insurance, as they do to members while 
sick, for the risk is not one capable of such estimation before- 
hand as would justify the entering into a definite contract to 
make it in respect of an agreed contribution to an adequate 
fund for that purpose. 

The Trade Unions were more favourably situated. Having 
to do with a single trade, with the ups and downs of which they 
were familiar, they could insure out-of-work pay under better 
conditions than were open to the Friendly Societies; but they 
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would not consent to do so in a scientific manner. The neces- 
sary division and appropriation of funds among the various 
objects of insurance did not commend itself to them. The 
whole of their resources must be ready to be applied, whenever 
necessary, to the prime object of the Union—the carrying on of 
industrial warfare. On the average the amounts paid in out- 
of-work benefit have been from 20 to 30 per cent. of all the 
benefits paid by the Union, including sick pay, superannuation 
pay, and dispute pay. 

The genius of Mr. Lloyd-George devised a plan for carrying 
on unemployment insurance on the lines of his comprehensive 
National Health Insurance, and the Act of 1911 in Part II con- 
tains provision for an experimental and limited scheme with that 
object. This was wise; for, as the late Mr. Ackland remarked, 
“no data were available which would enable the rate of un- 
employment to be deduced on what might be considered an 
actuarial basis.”” Accordingly, Part II of the Act of 1911 applied 
compulsory unemployment insurance to seven selected trades 
only: ‘“ building, construction of works, shipbuilding, engineering, 
construction of vehicles, ironfounding, and saw-milling.” It 
contemplated the inclusion of other trades, but only upon their 
own application to share in the beneiits of the scheme. As 
the late Mr. Bailward, however, shrewdly observed, ‘‘ English 
experience shows clearly that there is no halfway house. If 
the principle of compulsion is once accepted in certain trades, 
it must eventually be extended to all. He was a true 
prophet, though he did not live to see his prophecy ful- 
filled. In 1920 the compulsory insurance was extended to all 
employed persons (with some specified exceptions, and to these 
it may be extended by an order of the Minister of Labour). The 
result is, that while the number of employed contributors under 
the Act of 1911 had varied between 2 and 3 millions, with a 
tendency to increase, under the Act of 1920 it increased per 
saltum to 12} millions. Each employed man who contributes 
pays 2s. 4d. per month of four weeks, his employer being required 
to pay 2s. 8d. and the taxpayer 1s. 3d., so that the workman 
gets an insurance worth 6s. 3d. for a payment of 2s. 4d. 

Mr. Cohen had to present a thesis for his degree in Economics 
to Columbia University, and very wisely chose Insurance against 
Unemployment for his subject. He has since expanded it into this 
portly volume of 536 pages. Though it has special reference to 
the conditions of Britain and the United States, it contains full 
particulars of what has been done in France, Switzerland, Norway, 
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Holland, Denmark and Germany, with notes on Canada, Japan, 
Spain, and Czecho-Slovakia. THe arrives at the conclusion that 
unemployment is a contingency against which it is both possible 
and advisable to insure. The larger the scale upon which in- 
surance is undertaken, the more approximation to certainty can 
be expected in the calculation upon which the insurance must 
depend. The degree of certainty which is obtained by insurance 
against natural contingencies is hardly to be expected, but only 
such as is practically sufficient. 

Mr. Cohen puts three questions: Should the State (which is 
a common euphemism for the taxpayer) contribute ? Should the 
employer contribute? Should the workman contribute? and 
answers them all in the affirmative. To the third of these ques- 
tions the answer is obvious. He who gets the benefit of an 
insurance should pay the premium for it. To the other two it 
is not so clear. With regard to the taxpayer, he is under no 
obligation to employ people whose services he does not want, 
but the consequences of unemployment are so disagreeable to 
him that it is worth his while to pay something towards an 
insurance against it. The interest of the employer also is largely 
sentimental. But these considerations are out of date. We 
have the principle of the threefold contribution established 
among us, and there is little prospect of its being abandoned. 

Nevertheless it has proved insufficient to meet the present 
crisis. When the unemployed number nearly two millions, and 
clamour for adequate relief, such small insurance as the premiums 
would produce is evidently not enough. In number and necessity 
the unemployed go beyond it. It can only deal with normal 
conditions. ‘Till these are restored, relief will have to be other- 
wise provided. The difficult problems that surround this state 
of things are outside Mr. Cohen’s subject, but he devotes some 
consideration to them in an appendix. 

He gives also some attention to the various remedies, other 
than insurance, that have been suggested for the evils of un- 
employment. He disapproves of the reduction of the hours of 
labour as one of these. He appreciates the work of the Em- 
ployment Exchanges. He has little faith in the prospects of 
individual thrift. 

We thank Mr. Cohen for an instructive and valuable work. 

EK. BRABROOK 


No. 126.—VvouL. xxx. R 











228 THE ECONOMIC JOURNAL [JUNE 


The Human Factor in Business. By B. SpEBoum ROwntTREE. 
(London: Longmans, Green & Co. Pp. ix +176.) 1921. 


Tuts little book may be regarded as complementary to the 
author’s The Human Needs of Labour, 1918; there he sets out 
the economic needs of a workman as consumer, here as producer 
his equally important requirements for reasonable comfort and for 
conditions which increase efficiency. There is also some analysis 
of the question whether an industry can afford to pay the wages 
postulated under “‘ Human Needs”; and it is held that, in 
order to keep the lowest wages in a factory up to the required 
minimum, careful and sympathetic organisation on the part of 
the management must be combined with intelligent co-operation 
of the workman, and “that real efficiency cannot be attained 
until every worker is given some direct interest, not only in the 
performance of his individual job, but in the success of the whole 
undertaking, and is completely secured against any exploitation 
by his employer. . . . A satisfactory scheme, however, has yet 
to be worked out.” It is to be hoped that in such a scheme the 
value of a man’s work and his wages will increase with age; for 
it is commonly the case, especially in unskilled work, that the 
maximum wage is reached when a man is immature and also 
before his family responsibilities have become pressing. 

On the question of hours of work the maximum is taken as 
that beyond which the health of workers would suffer, the 
minimum as that below which cost would be increased or weekly 
output be reduced. Since the general reduction of hours in 
1918-9, there can be little doubt that in the vast majority of 
industrial occupations hours are not too long for health, and the 
problem turns on the output (or rather the net value produced) 
in a week of 50, 48, 44 or fewer hours. The experience of the 
“Cocoa Works ”’ was that “ scarcely any reduction in output ” 
resulted from the adoption of 44 hours instead of 47; this was 
partly due to the better time-keeping in the shorter week. The 
arrangement of the 44 hours, decided by a plebiscite of the workers, 
was to work 10 shifts in 5 days, leaving the time from 5.0 p.m. 
on Friday till 7.30 a.m. on Monday free in every week; in 
addition to all the Saturdays in the year, a week’s holiday and 
the 6 bank-holidays annually are taken, and wages paid as in 
full working weeks. If it is really the case that as much can be 
produced in 249 working-days per annum as in any longer period, 
people are in the way of obtaining as much leisure as they can 
use or enjoy, or indeed afford, since leisure is apt to involve expense. 
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We need, however, more definite statistics in which the saving of 
running expenses by the reduction of hours on the one hand, and 
the apparent waste of using expensive machinery only 2190 of 
the 8760 hours in the calendar year, are brought into account. 
The book deals with the general questions raised, not by 
theoretic analysis, but by a description of the experiments made 
and the results achieved in one large factory. The longest chapter 
in the book is that entitled “Good Working Conditions,’ which 
may be commended to all those who have any part in the control 
of employment, though it is not of direct economic interest 
Chapter III, ‘‘ Security of Life,’ is of more general importance. 
The risks to which every employee, or rather every employee 
with a family, is liable are unemployment, irregularity of employ- 
ment, sickness, invalidity, old age and death. Except the last 
two, these risks can be greatly diminished, partly by taking 
thought, partly by careful expenditure, and all can be provided 
for by insurance. The insurance can only be met in part out of 
wages, at least at present; for example, provision for a widow 
and children in case of premature death or disablement is ex- 
pensive to an individual insurer. A complete scheme, covering 
all these risks, has been worked out and put in force; normally 
it is expected to cost 5 per cent. of the total wages and salaries 
bill (in addition to the sums provided by the workers and by 
the State); but its initiation cost £166,000 in 14 years, the number 
of employees being apparently about 6,500, owing in great part 
to the expense of putting workers already in the service of the 
firm in as good a position as newcomers. When the nation is 
again at work and prosperous, an expenditure for these purposes 
of ls. in the £ to the wages-bill ought to be a quite manageable 
proposition, whether its incidence is ultimately on wages, interest 
or profits. The manufacture of cocoa and kindred products may 
in some respects provide conditions under which broad and 
permanent arrangements for insurance are feasible, and risks of 
accident and premature superannuation are less than in general, 
but it does not appear to be probable that similar schemes would 
be much more costly except in the regions of casual and inefficient 


labour. 
A. L. BowLEy 
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A History of Labour. By Giteert Stone. (London: George 
G. Harrap & Co., 1921. Pp. 416.) 


Trade Unionism and Labor Problems. Second Series. Edited by 
Joun R. Commons. (Boston: Ginn & Co., 1921. Pp. xiii + 
838.) 


Mr. StTonE, who was sometime Secretary to the Coal Industry 
Commission and Deputy Head of Production, Coal Mines Depart- 
ment, has set out “‘to depict in the broadest manner possible 
the history of the masses, not only in England, but in other 
countries also, from those days when they were slaves to these 
days when they are free.”” We cannot, therefore, look to him 
for original research but for the fair presentation of historical 
facts as discovered by other inquirers, and on the whole he has 
performed this task clearly and with impartiality. Beginning 
with the stage of unfreedom under Rome, when virtually all 
commerce and industry was carried on through slaves, we pass 
through the feudal system to the emancipation of the serf, partly 
through the development of the towns, partly under the influence 
of the Church. We next have the differentiation of the free 
worker into master and paid workman, and the emergence of 
divergent interests. Gradually the worker won his freedom from 
economic dependence, by securing the protection of the State 
for the weak, by wresting the right to combine, by obtaining 
education, and lastly by conquering political power. ‘‘ To-day,” 
concludes Mr. Stone, “‘ the masses can do, if they will, what they 
will,” and in his last chapter he considers present tendencies. 
He does not see much promise of efficiency in any of the forms 
of nationalisation that are advocated, and relies rather on the 
spread of education and the readiness of all to work not for them- 
selves but for the public service. In any case he condemns 
revolutionary methods as a violent interference with political 
development. He sees “little gain in sharp upheavals,” and 
holds that “‘ the evolutionary forces which can be seen at work 
moulding the history of the masses slowly acted throughout the 
ages until at length the people were fitted to rule.” Such a view, 
however, may easily lead to an apathy which would arrest the 
course of evolution. Not once but many times in our own 
history the masses were faced with starvation or slavery, and, 
if rebellions like Tyler’s or Kett’s ended in defeat, Mr. Stone 
should remember that ‘“‘ the blood of the martyrs is the seed of 
the Church.” Slow, very, very slow—too slow—has been the 
course of reform in every direction, and in condemning “ direct 
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action ’’ to-day one need not adopt Mr. Stone’s quietist attitude 
towards the past or the future. The vigour of reformatory belief 
is itself one of the evolutionary forces. 

Trade Unionism and Labor Problems was first issued in 
1905 and contained reprints of twenty-eight articles by various 
authors on different aspects of the labour problem, forming a 
selection of economic documents intended for use as a text-book, 
applying to economic teaching the “case system” so long in 
use in the law schools. Sixteen years later a new edition is now 
published with forty-five articles, none of which are reprinted 
from the earlier work. ‘‘ Western civilisation,” says Professor 
Commons, “is built upon security of investments, and it is 
the insecurity of labour that menaces it.’ The book, con- 
sequently, opens with six chapters on the various forms of 
insurance, followed by four on the labour market. ‘‘ Labour 
management * — scientific management, piece rates, profit- 
sharing, etc.—occupies thirteen chapters; another thirteen 
discuss individual trade unions and trade-union tendencies, and 
the last nine chapters expound the law in relation to labour. It 
is unnecessary to commend this work; it will prove as useful 
as its predecessor as a text-book and as a work of reference. 

Henry W. Macrosty 


The Rise of Cotton Mills in the South (Johns Hopkins University 
Studies). By Broapus Mircneti, Ph.D. (Baltimore. 1921. 
Pp. viii + 281.) 

The Cotton Industry in France. By R. B. Forrester. (Man- 
chester University Press. 1921. Pp. xvi-+ 142. Price 
10s. 6d.) 


The Cotton Control Board. By Husert D. HENDERSON, its 
Secretary. (Oxford: Clarendon Press. Carnegie Endow- 
ment War Series. 1922. Pp. xiv-+ 76. Price 5s.) 


Mr. Mitcneu’s book aims at explaining why the South was 
so predominantly agrarian before the Civil War and how it 
started on the industrial phase : his ‘‘ purpose has been to describe 
the birth of the industry in the South rather than its development ”’ 
(p. viii). His argument is that in the eighteenth century the 
South “‘ was well started towards a balanced economic develop- 
ment, with manufactures as well as agriculture ”’ (p. 11)—domestic 
manufactures, of course, in the first instance: that the growing 
influence of slavery, together with Whitney’s cotton gin, easily 
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worked by slave labour, threw all the weight into the raw material 
production scale from 1810 to 1860: that slavery meanwhile 
deterred white immigrants: that from 1865 to 1870 the develop- 
ment of industry began to be urged as a “ reconstruction duty ” ; 
but that ‘“‘ there is every reason for selecting the year 1880 as the 
beginning of manufacturing development ” (p. 59). He contends, 
and goes far towards proving, that the movement was a deliberate 
act of will, of will stimulated by the Press—from which he quotes 
almost overmuch, but from which, in the circumstances, he 
was bound to quote extensively. Municipal patriotism helped 
regional patriotism. “If Belton got a mill, Williamston would 
want one. The townspeople would go to their leading citizen. 
It made no difference what a man was, so long as he was the leading 
citizen he had to become a mill president,’ said one of the 
innumerable business men whom Mr. Mitchell has interviewed 
(p. 157). ‘“‘ Even machinery was wrapped with idealism and 
devotion,” and ‘‘ the erection of plants was the object of close 
concern on the part of a whole community ”’ (p. 160). 

Labour came from the “ poor whites,’ who, however, as Mr. 
Mitchell is careful to point out, were of one stock with the less 
poor. No one was very rich just after the Civil War. Child and 
woman labour was not a curse but a boon to a desperately poor 
population among whom “ every bull yearling was under chattel 
mortgage’ (p. 174). Negro labour was exceptional and not 
usually successful. Capital came in driblets from the whole 
community, though at times merchants of some substance 
supplied the main stream. There was little financial mechanism. 
‘“* People just put in their money and made it go as far as it would 
without thought of preferred stock and bonds” (p. 259). This 
applies to the early days, 1875 to 1890. 

The book is just a little diffuse and gives some glimpses into 
the obvious. “ It is scarcely necessary to say that expectation 
of profits stimulated the erection of mills”? (p. 197). ‘‘ Enter- 
taining a synthetic rather than analytic view-point, it has been 
sometimes said, with empirical reasoning, that industry in the 
South grew out of a natural recovery following the War. While 
not accounting very well for a change of mind that was certainly 
present, this argument has point ” (p. 98). 

Mr. Forrester’s sketch of the contemporary French cotton 
industry is clear, businesslike, and, as Professor Macgregor says 
in an Introduction, ‘“ packed with information obtained at first- 
hand.” There is so little information in English on the organisa- 
tion of any French industry that this exact and well-informed 
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account is particularly welcome. Contrast with Lancashire is 
almost uninterrupted—an industry grown and modelled under 
protection, and unable to do without it; scattered over four 
main and some subsidiary districts; much affected in its location 
by the circumstances of war and frontier changes; unable to 
compete effectively in international markets, and finding its 
only important outlets overseas in colonial dependencies kept for 
it by a mercantilist policy; buying most of its machinery from 
abroad—that is, from England; still employing some hand- 
loom weavers; very poor in joint-stock companies and rich in 
almost patriarchal family businesses; until very recently weak 
in “‘ combines ” and joint action among employers; on the side 
of labour, lacking the uniform piece rates of Lancashire; working 
without the Saturday half-holiday (‘la semaine anglaise ’’) 
down to 1919; in three of its four main areas devoid of any 
effective Trade Unionism; given to rather paternal “‘ welfare ” 
schemes, which are only beginning to be replaced by national 
welfare policies; now faced with the reabsorption of Alsace, once 
its most important district, but cut off by tariff barriers for forty- 
seven years; and throughout notable for its specialities rather 
than for its efficient and mechanical mass production. Only one 
should not make the mistake of considering it a typical French 
industry as cotton is typically English; for, as Mr. Forrester 
notes, it never has been even the leading French textile industry. 
Silk and wool were always well able to compete in open inter- 
national markets. 

Mr. Henderson’s seventy pages on the Cotton Control Board 
are precisely what an economic study of a war-time mechanism 
ought to be—so good and so concise that summarising is all but 
impossible. Lancashire industrial psychology, it would appear, 
came as a revelation to the Secretary of the Cotton Control 
Board. (He took up the work, one seems to remember, at rather 
short notice.) A man from inside the trade could hardly have 
sketched it with such delicate accuracy—as of a sympathetic 
artist in a strange land, his eyebrows always raised a little in 
kindly surprise, his powers of observation never asleep. Particu- 
larly well observed and well drawn are the personality and influence 
of Sir Herbert Dixon, the chairman. It is so easy and so deplor- 
ably common to describe social mechanism—of peace or war—as 
if it worked itself. How the Board limited the running of American 
spindles and paid for resultant unemployment both in spinning 
and weaving by “levies” on the Egyptian; how it failed in 
handling the relations of spinning and manufacturing ; how wages 
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were kept disproportionately low for a long time; what the rota 
was and what the psychological effect of “ playing off ’’—these 
are all written in the book. 

The crisis came in the spring of 1918. Tonnage for American 
cotton was stopped for a time. The reviewer recalls how, at a 
certain meeting, he uplifted his voice as advocate of the Control 
Board, and how a fighting statesman hit the table and said, 
‘* Did I hear someone mention cotton? Why should we waste 
tonnage which we haven’t got in bringing over both their food and 
their cotton? Feed ’em gratis if necessary. It would be more 
economical.” Stoppage of cotton led to the abolition of the rota 
and “ playing off,’ and that to an ugiy wage crisis in July— 
though, as Mr. Henderson shows, it was less ugly to good Lancashire 
psychologists than to the outside world. The turn of the war 
tide that month, and the importunity of the then President of the 
Board of Trade before the War Cabinet, brought in more cotton 
during August, but failed to avert the spinners’ strike of September. 
When the spinners had got themselves into an impossible position 
‘it was plain that almost any device would serve to secure a 
return to work.” The device was the appearance of the Prime 
Minister’s letter from a sick bed in Manchester Town Hall— 
dramatic, appealing, instantly successful and productive of a 
Cotton Inquiry Tribunal. “ It must not be supposed from the 
conflict of the Control Board and the operatives that the Board 
ever became unpopular. An effort of imagination must here be 
made to appreciate the peculiar psychology of Lancashire. The 
quarrels . . . stubbornly contested though they were, bore the 
character of family quarrels; and even at their height the Board 
never lost its hold upon something more cordial than the approval 
of the operatives, upon what I can again only call their pride.” 
A well-selected Secretary this of the Control Board. He gets at 
the very pulse of the machine. 

The Board ended its days, “ an early and not unwilling victim,” 
in February 1919. 

J. H. CuapHam 


The Land and its Problems. By CuristorpuER TuRNOR. (Methuen, 
1921. Pp. 254. Price 7s. 6d. net.) 


Tuis is an extremely well-meaning, but very uneven and in 
some respects quite inadequate book. The spirit Mr. Turnor 
shows is so admirable, and many of the things he says are so 
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sensible and helpful, that one regrets being unable to give a 
favourable verdict upon it as a whole. It is in the regions of 
economic theory and history that the faults are most apparent. 
The historical introduction, though not without points of interest, 
is an ill-assorted and ill-arranged hotch-potch which had better 
have been omitted. It contains such extraordinary statements 
as that ‘“‘when the Roman occupation of England ended, all 
attempt at agriculture ceased ”’ (p. 12), that ‘“‘ up to nearly the 
end of the sixteenth century it may be said that cattle- and 
sheep-grazing were the mainstay of the landowner and farmer ” 
(p. 13), and that “‘ before 1400 the farmer did not pay rental (as 
we understand the term) to the landowner; he gave the latter 
one-half of the annual produce from his farm ”’ (p. 26). On the 
theoretical side, Mr. Turnor is too much inclined to regard gross 
production per acre as the great test of agricultural efficiency. 
The absurdity to which this may lead has been clearly set forth 
by Mr. Arthur Ashby in an important article on ‘ Standards 
of Production in Agriculture,” published in the Hdinburgh Review 
for January 1922. This article, of course, appeared after Mr. 
Turnor’s book ; but he might have been saved from some fallacious 
assumptions if he had studied the criticism of Sir Thomas Middle- 
ton’s pamphlet on German Agriculture which was contributed 
by Mr. R. G. Hawtrey to the Economic Journat in March 1917. 
Again, few economists will agree with Mr. Turnor’s contention, 
that “‘ the inherent or prairie value of the land is non-existent.” 
Apparently his idea is that, if the rent paid by farmers does not 
exceed the current rate of interest on the capital invested in 
improvements in the past, the land cannot be, in the Ricardian 
sense, rent-paying land at all. But he states himself, quite rightly, 
that English agricultural land has for long been under-rented 
(which, in theoretical language, means that part of the Ricardian 
rent has been pocketed by the tenants), and, apart from this, it is 
surely not the cost of improvements in the past but their present 
market value which must be taken as the measure of how much 
of what the tenant pays is really interest on capital and not rent. 
Objection may also be taken to the assumption that the purchase 
of large quantities of foreign foodstuffs is disastrous “in our 
present financial crisis,” for it is not merely a question of whether 
‘“ we can produce as cheaply within the Empire as in any other 
part of the globe.” Obviously if a given unit of productive 
resources will enable us to obtain more food when it is devoted to 
the manufacture of goods for export than when it is applied to 
the development of home agriculture, the latter use of it must 
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be uneconomic. Further, that the policy of the plough is neces- 
sary in the interests of national defence is, as usual, assumed 
without argument. Has any authoritative body of expert 
naval, military or air-force opinion ever unequivocally championed 
this view? On the face of things, the idea depends on a confident 
prophecy that it will continue to be easier to sink ships at sea 
than to destroy standing crops by aerial attack; and though a 
layman must hesitate to express an opinion on a matter so highly 
technical, it is surely not impertinent to notice (i) that a corn- 
field is a stationary target, (ii) that it is most vulnerable at the 
season of the year when the weather is usually most favourable 
to flying, and (iii) that the counties best suited to corn-growing 
are those nearest to the Continent. There is yet another point 
against which protest must be made. We are told that “ by 
insuring the farmer against loss the Government gains a right to 
see that the farmer pays his labourer an adequate wage ” 
(p. 61). This may be a matter of opinion ; but the principle that 
the State may only enforce good conditions of employment if it 
safeguards the employer against resultant loss would clearly 
destroy nearly all the industrial legislation of the past hundred 
years. 

It is refreshing to turn from Mr. Turnor’s theoretical assump- 
tions to his remarks about the rural community and the concrete 
realities of farming. What he says about the position of the 
landlords, and about their virtues and failings, is eminently wise, 
just and discriminating. Of the farmers and labourers too he 
writes with sympathy and understanding, and for both classes he 
has some words of just and kindly reproof. In these days when 
wage-rates (in relation to the cost of living or the selling prices of 
agricultural products) are commonly compared with the rates 
actually prevailing before the War, it is good to be reminded 
that in those days “‘ there was a general consensus of opinion that 
20s. a week in cash should be the minimum wage ”’ (p. 24). In 
regard to small holdings, Mr. Turnor urges that the motto should 
have been “‘ make good before you extend” (p. 114), and urges 
very truly that it would have been a good thing if the Govern- 
ment had “set out in the first place to organise the existing 
smallholders and to create for them conditions as good as exist 
in other countries.” The criticism of traditional methods of 
cropping in Chapter V, though no doubt some experts would 
doubt the conclusions to which it points, is clear and stimulating. 
It is supplemented by an interesting essay on the Harper-Adams 
experiments in Arable Dairy Farming written by Mr. James C. 
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Brown and printed in Appendix III. The fact that farmers are 
commonly very ignorant about the comparative profitableness 
of different branches of farming isemphasised. In this connection 
the following passage is significant :— 

“It should be noted that, during the period when Mr. Strutt’s 
figures show that wheat was the most profitable crop, the practi- 
cally universal opinion amongst farmers was that wheat-growing 
did not pay, but that raising live stock did. Personally, I began 
my farming operations on a large scale in 1903, when I had to 
take over 4000 acres of ‘ mixed farm’ land as they stood ; and one 
very soon realised from the account books that the live stock 
department was showing a loss, while there was a good profit from 
cereals. In general terms, the book-keeping on farms is not 
accurate enough to show which department is making a profit, 
and guesses on such a subject are of no value ”’ (p. 108). 

On the need for education much is said. Mr. Turnor has very 
enlightened views on the subject, and, though he is perhaps 
inclined to give too much prominence to manual training, is fully 
alive to the importance of a general and literary education. 
Speaking of continuation schools, he says, “‘It is essential to 
instil a real love of books, for nothing would add a greater interest 
to the lives of those living in country districts than a keen and 
intelligent interest in books” (p. 209). In relation to the 
“ economies ”’ which threaten the future of English education 
at the present time, it is comforting to find a practical agriculturist 
of Mr. Turnor’s eminence saying that “from the national point 
of view nothing will be more disastrous than to adopt a policy of 
false economy in regard to education” (pp. 194-195). He 
quotes the opinion of Professor von Rumken upon the effect of 
education upon German agriculture: ‘“‘ The great progress that 
agriculture has achieved in Germany during the last quarter of 
a century is the result of the union of practice with science, and 
proves that money spent on research and on education brings in 
a high rate of interest, and is compensated for by increase in 
land taxes and of revenue from the State railways ” (p. 79). 

It remains to note that Mr. Turnor’s book was written before 
the repeal of Part I of the Agriculture Act, though that repeal is 
mentioned in the Preface. It seems odd now to find in Chapter IIT 
the statement: ‘I do not believe that public opinion would 


consent to the abolition of Wage Boards ” (p. 68). 
REGINALD LENNARD 
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The Enclosure and Redistribution of our Land. By W. H. RB. | 


CurTLER. (Oxford: Clarendon Press, 1920. Pp. 339.) 


TuHE natural expectation which readers of Mr. Curtler’s earlier 
volume will feel when they turn to the present book will not be 
disappointed. Somewhat unfortunately for historical investiga- 
tion, the subject of enclosure and its effects has been brought 
within the perturbed and perturbing area of political controversy, 
with the result that the dispassionate writer is apt to find himself 
claimed as a partisan or repudiated as an opponent. Atmo- 
spheric pressure of this kind is disturbing to the peaceful student. 
It is the more pleasing, therefore, to welcome Mr. Curtler’s treat- 
ment of this subject and to recognise the cool impartiality which 
he displays. 

As he himself suggests in his Preface, the book may be 
divided into two parts—the earlier chapters, where he largely 
confines himself to summarising, though not without apt and 
intelligent criticism, the conclusions and results of the work of 
other writers, and the later chapters, in which he attempts a 
new and thorough investigation of the nature and effects of the 
enclosures in the eighteenth and nineteenth centuries. It would 
be unjust, however, to accept Mr. Curtler’s modest disclaimer 
of originality in respect of the former position : While he has not, 
it is true, gone through the material in the way that earlier 
writers have, he none the less shows considerable acquaintance 
with some of it, and his familiarity with the general agricultural 

development as a whole gives him a distinct advantage in inter- 
preting the bearing of the former or changes in the open-field 
system. The reader who wants to trace the general movement 
from the open field to enclosed farming through history is indebted 
to him in many ways. Three may be singled out for mention. 
In the first place he gives a very fair and readable account of the 
open-field system and the holding of land in former times, without 
too much technical detail, and though, no doubt, certain matters 
still requiring investigation are somewhat summarily disposed of, 
his general fairness is beyond question. Estimates such as that 
of Davenant on page 129, for instance, have never been properly 
examined. Again, statements of the policy of the Government 
are perhaps too definitely expressed. But these matters do not 
detract seriously from the value of the book to the general reader, 
while the serious historical student will derive great benefit from 
the persual of an account of an agricultural development covering 
several centuries, some part of which he may desire to study in 
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detail and with reference to original authorities. In the second 
place, where he comes nearer modern times, he has done the 
student a real service in bringing together and contrasting or 
comparing the estimates and statements of different writers, 
thus enabling the reader to see the nature of the matter in dispute, 
or, as that is perhaps too strong an expression, the extent of their 
difference. In Chapter XVI he sets out side by side the estimates 
of the extent of enclosure arrived at by earlier writers. In this 
instance, indeed, the substantial agreement is far more note- 
worthy than any difference. In the same chapter, too, he gives 
a summary of the County Reports prepared for the brief-lived 
Board of Agriculture. The exact value of these Reports is some- 
what difficult to estimate; as is inevitable in a compilation of this 
character, some of the writers were much better than others, and 
it is to be hoped that some time a scholar of Mr. Curtler’s com- 
petence will go through these Reports and compare their general 
conclusions with other data. In the third place, Mr. Curtler 
throughout bears in mind the connection which exists between a 
system of cultivation and the needs of the community as a whole. 
In some books the influence of agricultural writers in promoting 
enclosure has been emphasised in such a way as to suggest, 
no doubt unconsciously, that it was the influence of the writers 
rather than the accuracy of their observations and judgment 
which gave strength to the movement. Here Mr. Curtler makes 
no mistake. The largest factor in the eighteenth and early 
nineteenth century was the need of the country for more produce. 
In the later chapters the author turns to the consideration of the 
effect of enclosure both direct and indirect, and here he has 
worked mainly on original material and his conclusions deserve 
most careful attention. He has done well to follow the develop- 
ment of the new agricultural system through the nineteenth 
century, as by that means he is able to emphasise not only the 
character but the magnitude of the change. The alteration which 
accompanied and followed on enclosure is to be judged from two 
points of view, as to, that is, its effect on the supplies of the nation 
and on the classes engaged in cultivation. On both these matters 
Mr. Curtler writes with great judgment and knowledge, and here 
again his general acquaintance with agricultural method as well 
as with agricultural literature is of great assistance. He knows 
what he is writing about and he writes with decision and care. 
The book as a whole is admirable and impartial, and should 
be read both by historical students and those interested in the 
agricultural developments of the last two centuries. Of course 
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it is not, and does not profess to be, a final treatment of the 
subject, but it serves a most useful purpose as a clear general 
narrative, while, in the later chapters in particular, a real addition 


is made to existing knowledge. 
E. C. K. GonnER 


The King’s Council of the North. By R. R. Rein, D.Litt. With 
coloured map. (London: Longmans, Green & Co. 1921. 
Pp. x + 532. Price 28s. net.) 


Ir English history ever comes to be written in a reasonably 
impartial spirit, it will be owing to the new emphasis on its 
economic aspects. This is particularly likely for the Tudor and 
early Stuart periods. It is true that Gardiner, while mainly 
interested in “ political” issues, came to realise that something 
like a reasonable case could be made out even for the theory of 
government of James I and Charles I. But we should hardly 
have got beyond a more or less sentimental concession to an 
impulse of fairness, if we had not attained some more definite 
conception of the life of the common people which lay at the 
back of all the pamphleteering and speechmaking. Miss Leonard 
began to help us to this by her book on the poor law (1900); 
and Mr. Tawney carried us further by his agrarian researches 
(1912). And now Miss Reid comes with an elaborate study of 
the Council of the North which fell with the Star Chamber in 
1641, and which has only escaped from the odium cast on that 
institution because it is too nearly forgotten even to be a historical 
bogey. 

To Hallam in 1827 the Council of the North was “ the 
arbitrary jurisdiction” of an “ irregular tribunal, grown out of 
the despotic temper of the Tudor dynasty.” He added that it 
was ‘a court long obnoxious to the common lawyers,” as if that 
sufficiently disposed of it for all right-thinking citizens; and 
wound up by telling us that it was “‘ lately the sphere of Strafford’s 
tyrannical arrogance.” To Miss Reid, after a further century of 
parliamentary government, it is an important administrative and 
judicial organisation, built up by Henry VIII on the basis of 
earlier institutions, with quite a reasonable degree of political 
wisdom, to cope with the peculiar difficulties in the way of the 
maintenance of order in the turbulent and faction-ridden North, 
and with the particular object of protecting the body of the 
people from the injustice and rapacity of the powerful. Reaction 
from Whig historiography does not lead her to idealise its actual 
performances; and her eyes are very open to its defects at the 
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time when Wentworth, unfortunately for himself, tried his hand 
at reforming and strengthening it. Neither of the first two 
Stuarts was a good man of business or competent to keep a firm 
control over the personnel of the public service : quite unworthy 
persons obtained offices and privileges by Court favouritism and 
wire-pulling, and cared but little how greatly they discredited the 
royal government. All the intrigues by which base men helped 
to spoil a good cause Miss Reid seeks to unravel, without 
partiality, as far as I can see, in any direction. But she leaves 
us in no doubt with whom our sympathies should be in the petty 
antagonisms which hampered Strafford as President of the 
Council, nor as to the true nature of some of the forces which 
combined to bring about the fall of the whole Tudor-Stuart 
machine of government. 

To the present reviewer the most instructive part of Miss 
Reid’s book is the additional light she casts on the agrarian 
changes of the sixteenth century. The development of the land 
system from the twelfth to the middle of the fifteenth century 
has, by this time, been pretty thoroughly explored. It is the 
two centuries which lie approximately between A.D. 1450 and 
A.D. 1650 which still remain somewhat obscure. There is still a 
good deal to learn as to the stages by which our present system 
of complete ownership on the one side and tenancy at will on the 
other emerged from the feudal complex of obligations and usages. 
We have got to know of late something of the way, the belated 
way apparently, in which the royal courts threw their protection 
over those customary tenants who could prove their claim to 
enjoy copyholds of inheritance. But there are other important 
elements in the problem. I ventured, many years ago, to point 
out that the lord’s right to demand a fine of undetermined 
amount upon the admission of the heir of a copyholder put a 
dangerous power into the hands of unscrupulous lords. The 
vital character of this consideration in the North, Miss Reid now 
brings out very clearly. In the North Parts the fine upon entry 
was known as a gressom (= ingressum). According to Miss Reid 
(p. 100 n.) custom ‘‘even before the end of the thirteenth 
century ”’ had fixed the gressom at double the white rent.” This 
statement wants some further explication; for money rents for 
customary holdings were hardly common at that date. But if 
fixed by custom, in law the amount was still at the will of the 
lord; and of the opportunities this gave to the grantees of 
monastery lands after the Dissolution some of them were not 
slow to avail themselves. Among the Articles of the Pilgrimage 
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of Grace was one demanding that in future the lords of abbey 
lands should have at every change ‘“ two years’ rent for gressom 
and no more” (p. 124). To redress the grievances of tenants 
was, accordingly, one of the main purposes for the more definite 
establishment of the Council of the North in 1537. The Instruc- 
tions given to it in 1538 (p. 465) contain a paragraph which is a 
capital and quite typical expression of Tudor state policy, alike 
in principle and in application. The Council was directed 


“‘ from time to time to make diligent inquisition who hath taken 
in and enclosed any commons, called intakes, who be extreme in 
taking gressoms and overing of rents, and to call the parties that 
have so used themselves evil therein before them; and, leaving 
all respects and affections apart, they shall take such order for 
the redress of the enormities used in the same, as that the poor 
people be not oppressed, but that they may live after their sorts 
and qualities.” 


The fundamental principle behind the Tudor policy—it has 
often been pointed out—was the conception of the common weal 
as made up of classes or, as they are called here, “ qualities,” 
each with its own duties and rights. It would be interesting to 
know when, in the speech of the people, gentlefolks acquired the 
peculiar designation of ‘ the quality.” 

Another suggestion made many years ago by the present 
reviewer was that the transition from medieval to modern 
doctrines of landlordship was facilitated by pressure upon cus- 
tomary tenants to accept leases in exchange for their copies. 
This is also confirmed by Miss Reid’s inquiries. In this matter 
the Council of the North helped on the transition by deciding as 
early as 1576, in the case of the tenants of the Dean and Chapter 
of Durham referred to it by the Privy Council, that the acceptance 
of a lease quite destroyed any previous tenant-right (p. 300). 

The peculiar feature of the development in the North, according 

to Miss Reid, was that customary tenure was there so closely 
associated with military service that, when the need for that 
service passed away with the pacification of the Border, it tended 
to take the customary tenure along with it. 
“ Throughout the north,” she tells us, ‘‘ the customary tenants, 
besides paying fines on death or alienation, and doing suit at the 
lord’s court, were bound to ride to the Border at the lord’s 
bidding; but during the long peace after 1560 this service fell 
into desuetude, and many landlords began to claim that these 
tenants held at will. The result was that of the thousand cases 
yearly determined by the President and Council at the close of 
the reign, the greater number were tenant-right cases.” 
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I do not know whether Miss Reid quite realises the very con- 
siderable significance of such propositions. In footnotes she gives 
references to two MS. authorities in the Record Office. I hope 
she will not think it shows distrust if I say that all those who 
are interested in economic history would have been immensely 
grateful for a few pages of documentary evidence. We could 
well have spared many pages of ingenious disentanglement of 
Court intrigues and local jealousies—disentanglement which is 
not always quite convincing—if their place had been taken by a 
rather more thorough and a much better documented treatment 
of the economic problems she touches upon, with—may I say 
it?—rather too light a touch. The Registers of the Council 
have apparently been lost. Less likely things have turned up. 
But the chance is small. Meanwhile, as Miss Reid must have 
piles of transcripts from the masses of material she has evidently 
worked through, could she not print a judicious selection of 
excerpts of economic importance? There are Journals and 
learned Societies’ publications which could readily find room 
for documents of real significance. 
WituiaM ASHLEY 


The Economic History of Ireland from the Union to the Famine. 
By Grorce O’Brien, Litt.D. (London: Longmans, 1921. 
Pp. xii-624, 21s. net.) 


In this book Dr. O’Brien, whose industry is unwearied, has 
supplied a continuation or sequel to his study of eighteenth- 
century Ireland. Like a great many sequels it falls somewhat 
short of the high level of the earlier part. It is hard to escape 
feeling that the author in approaching modern times has been 
affected by the sentiment which was engendered by the grievances 
of his country. 

The keynote is given in his quotation of Grattan’s phrase, 
that the Union was the marriage of Ireland, which he follows up 
by the query, “Why did the bride seek a divorce, or at least a 
separation ? ’’ and in examining this question Dr. O’Brien seems 
to appear as counsel for the lady and succeeds in presenting a 
well-weighted plea in support of her demand. Or, to change 
the illustration, we get a powerful indictment by a competent 
prosecutor of British administration in Ireland during the first 
half of the last century. The evidence is abundant, and judg- 
ment in the case has, it may be said, been already pronounced 


in the field of practical politics. But on this very ground the 
No. 126.—VoL, XXXII. S 
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student of economic history might be expected to take a more 
judicial attitude. His function is clearly to expound the facts 
in their due setting and relation with the use of the methods of 
modern inquiry, and to frame his pronouncements with full view 
of the qualifying circumstances and the influence of general 
tendencies in affecting the course of events. 

Probably as a result of the general attitude just indicated, 
there is a decided overloading of the text with quotations. Lord 
Morley once complained of the “‘ steady-handed profusion ”’ with 
which Taine poured his note-books into the text of his Ancien 
Régime, and Dr. O’Brien is quite as bad an offender in this 
respect. Thus, in dealing with the famines before 1845 we get 
an extract from the Census Report of 1851, covering seven 
pages (pp. 224-231), which is better fitted for a collection of 
economic documents than for a regular history. We feel (again 
to follow Lord Morley) that the result is ‘‘ far less effective than it 
would have been if all this industrious reading had been thoroughly 
fused and recast into a homogeneous whole.”’ We should much 
prefer two pages from Dr. O’Brien himself, dealing with the 
earlier famines, supported by the due references. 

It would be almost an impertinence to praise Dr. O’Brien’s 
industry in collecting material, and it is plainly a duty to thank 
him for the service that he has rendered to those who are 
interested in his subject. We would, however, have liked some 
criticism and appraisement of the value of the varied mass of 
material that he has handled. There is obviously a wide gap 
between John McGuire’s Plan of General and Perpetual Employ- 
ment, which is the authority for the startling statement that in 
1817 ‘‘ 74,000 operatives were out of employment in Dublin 
alone”’ (p. 421), and the evidence presented in the works of 
Newenham, Wakefield and Kane. One of the essential needs of 
economic history is the thorough sifting and weighing of sources 
with special attention to the tendencies to error that affect all 
polemical writing. A more instructive example is afforded by 
Dr. O’Brien’s treatment of the discussion on the repeal of the 
‘* Union Duties.’’ He gives in some detail the pleas of the Irish 
manufacturers for the retention of these taxes, and seems to 
accept them off-hand at their face values. He takes no note of 
the fact that this has been the position of almost all protected 
producers. Congressional tariff hearings are overburdened by 
such demands, varied only in the degree of protection claimed. 
A reference to the proceedings now going on before the com- 
mittees under the Safeguarding of Industries Act will show how 
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deep-rooted this desire is and how critically it should be treated. 
In naming Ensor as the only Irish writer of importance who 
favoured the repeal of the duties (p. 427 n.), Dr. O’Brien excludes 
Sir H. Parnell from this class. In a case of this kind a full review 
of the evidence and arguments on both sides is expected from 
the historian. Even the advocate of a good case gains by his 
liberal treatment of the opponent. 

Apart from the question of the critical treatment of evidence, 
we recognise that the author has given a valuable exposition of 
many of the faults of the system of administration under which 
Ireland was placed in the earlier nineteenth century. In par- 
ticular he exposes the evil effects of the Land Laws in their 
operation on both production and distribution. We believe 
that this was the chief cause of the unhappy position of Irish 
agriculture and of the retarded economic development of the 
country. Insecurity of tenure, uneconomic distribution of land 
and inefficient production were the outstanding marks of the 
situation. The growth of capital was made almost impossible 
unless in those cases in which modifying conditions (like those 
of the Ulster tenant right customs) came into play. The reaction 
of the land system on manufactures and commerce can be traced 
all through the period. For both industry and trade suffered 
from the lack of the home market that a prosperous agriculture 
would have put at their disposal. All the efforts to stimulate 
particular branches of manufacture are feeble as compared with 
the normal healthy action of the demand of a prosperous farming 
class. To this chief cause of evil we may add the inheritance 
of political conditions which depressed the largest part of the 
Irish population. Had a reform of the land laws, a settlement 
of the tithes and Catholic emancipation, honestly carried out, 
accompanied the Act of Union the economic condition of Ireland 
would have been very different from that which Dr. O’Brien 
depicts. The non-enactment of the Corn Law of 1815 would 
have been a further gain to Ireland. At this point we regret 
to part company with our author’s line of argument. For him 
“the doctrine of laissez faire which reigned predominant in the 
early part of the nineteenth century ” (pp. 130-1) appears as 
the cause of the unjust distribution of land. On the contrary, 
we are inclined to hold that the sufferings of Ireland were largely 
due to parental (which includes step-motherly) government. 
Irish legislation was in the main in the hands of the landlord 
class, which certainly had not the slightest sympathy with 


any doctrines or dogmas of political economy. Class legislation 
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is not laissez faire, though it may resist interference with its 
supposed interests. It may even, we think, be maintained that 
a wise laissez faire policy—the laissez faire of Turgot, not the 
policy of neglect which some people identify with it—would 
have been of great benefit to Ireland as it emerged from the 
eighteenth century. We cannot accept Dr. O’Brien’s rendering 
of the maxim, viz. “ having put a country into a most unsatis- 
factory condition, leave it there’’; we would rather say that 
it means for a country in economic fetters, “loose her and let 
her go.” However this may be, it is plain that neither the 
laissez faire of the French economists nor the “ natural liberty ”’ 
of Adam Smith gives the slightest countenance to the larger part 
of the economic legislation applied to in the earlier nineteenth 
century. We therefore are constrained to dispute the statement 
that “‘the destiny of Ireland in the early nineteenth century 
was very largely moulded by the ideas of two great economists, 
Adam Smith and Malthus” (p. 71). The land laws and the 
situation as to population in 1845 may be specified in support 
of our view. 

An interesting section of the History is devoted to the question 
of “absenteeism” (pp. 513-525), placed with an apologetic 
explanation under the head of “‘ Public Finance.”” Dr. O’Brien, 
as might be expected, criticises at length the argument of 
McCulloch, but altogether omits to consider the views of Senior 
and Longfield, which are hardly to be neglected. His own 
conclusion, that ‘‘ The real evil of absenteeism was not local but 
national ” (p. 524), stands in direct opposition to that of J. 8. 
Mill, ‘‘ Absenteeism is a local, not a national evil’ (Harly Essays, 
p. 66), a proposition based on a careful and elaborate train of 
reasoning, which is also ignored by Dr. O’Brien, who may plead 
that he is not specially concerned with economic theory. 

On another important question—the repeal of the Corn Law, 
which in fact lies outside the well-marked period of Dr. O’Brien’s 
book—he takes the extreme view that Peel’s government was 
guilty of something approaching a breach of faith to Ireland. 
‘* Nothing was more clearly grasped in the early nineteenth century 
than the proposition that Ireland was England’s granary—in 
other words, that England was to provide a preferential market 
for Irish corn in return for the abandonment on Ireland’s part 
of all pretence to become an industrial country ” (p. 196). We 
do not think that there is any real evidence in support of this 
conception. There were no contracting parties to this disreput- 
able bargain, for such it would have been. Certainly there was 
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nobody authorised to bind the English working population, 
which had always protested against the restriction on the import 
of corn, to sacrifice themselves in the supposed interest of that 
section of the Irish people—the landlords—that had always 
been hostile to the popular cause. We feel that O’Connell had 
a truer sense of the situation than that presented by Dr. O’Brien. 

Space prevents examination of many topics that arise from 
the narrative of the economic movement in Ireland after the 
Union, but we can heartily recommend this History to the serious 
student if he is prepared not “‘ to believe and take for granted . . . 
but to weigh and consider.” He will realise the complication of 
the issues of Irish history. 

Finally, we would beg of Dr. O’Brien to reconsider the follow- 
ing statement: “One of the first acts of the newly-founded 
Manchester Chamber of Commerce was to protest against what 
it considered the backward step of the legislature [in retaining 
the Union duties]. Jt was the resolution passed on this occasion 


that gave the Manchester School its name.”’ (The italics are ours.) 
C. F. BastaBLE 


A History of the Peace Conference of Paris, Vols. IV and V. Ed. 
by H. W. V. Tempertey. (Henry Frowde and Hodder & 
Stoughton. Pp. xxiv + 528; xv + 483.) 

TueE Institute of International Affairs and its editor are alike 
to be congratulated upon the progress of their magnum opus. 
It is conceived on a grandiose scale, and, thus far, justifies the 
adjective : and even if it shows in places marked signs of something 
almost approaching extemporisation, this should be ascribed 
primarily to the immensity of the subject and the frailty of human 
nature, even in the supreme manifestation of academic objectivity. 

To assist the principal actors in the tragi-comedy of Versailles 
a body of experts was hastily improvised. That the prompters 
themselves did not always know the play need not surprise us. 
That the actors seldom heeded their promptings may yet prove 
to be one of the greatest tragedies of history. 

In these volumes some of the experts have endeavoured to 
describe the mise en scéne of 1918-19 for the benefit of their own 
time, and of generations yet unborn. They admit that it would 
be premature to write of the practical working of the clauses of 
the various Treaties in this year of grace 1921, and therefore 
concentrate primarily upon the actual meaning of the Clauses 
and of “the ideas inspiring those who drew them up.” ‘The 
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magnitude of the task becomes at once apparent, and much 
must be excused to those that loved much. 

Volumes IV and V, with which we are here concerned, deal 
with the Peace Settlement in Central Europe. The former 
proves beyond all manner of doubt that the Dual Monarchy 
had already ceased to exist by November 1918, a fact too often 
neglected by critics of the Treaties. Nationality may be a dis- 
turbing factor in economic theory as in economic practice, but 
it must not, on that account, be neglected. And more important 
still, it was no new-fangled device of Allied statesmen for winning 
the war: its origins in Central Europe must be looked for, not 
in the speeches of President Wilson, but rather in the character 
of Habsburg rule from the days of Mohacs and the White Mountain 
down to the infamous Ausgleich of 1867, and that yet more in- 
famous chapter that ended in the notorious Friedjung trials. 
One may well doubt whether any more comprehensive account 
of the Habsburg Gétterdémmerung has yet been given, in so 
limited a compass, as may be found in Mr. Namier’s chapter 
in Vol. IV of this History. In the chapters on the so-called 
** New Nationalities,’ also, the reader will find a clear and almost 
excessively succinct account, for which he would previously 
have been obliged to search many books in three or four languages, 
without always being certain of success in the end. 

The necessity for a new political organisation in Central Europe 
on the basis of nationality having been dealt with, attention is paid 
in Vol. V to the economic and legal interpretation of this guiding 
principle. On no conceivable method of delimitation could 
frontier lines be drawn to correspond even moderately accurately 
with racial boundaries. Yet the quintessence of Wilsonism was 
that State and Nation must coincide. An attempt was therefore 
made to approximate as nearly to the ideal as was possible— 
giving the benefit of any doubt that might arise to the victors— 
and to satisfy the dictates of conscience by devising a scheme for 
the protection of the inevitable minorities. The genesis and scope 
of the Minority Treaties are carefully analysed in chap. ii; but 
the much more important question of their actual working is 
illustrated solely by the Czechoslovak Language Law of February 
1920, which is included among the documents at the end of the 
volume. And here let it be added that these volumes contain 
a most useful collection of Treaties and other documents. 

A second, and, for our time at any rate, an even more important 
difficulty in the application of this principle of nationality lay 
in the econamic situation of the Danube lands. For while it 
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would be hard indeed to regard the former Dual Monarchy as an 
ideal economic unit, a common political organisation had never- 
theless done much to determine the economic orientation of all 
the Habsburg lands. The economic readjustments rendered 
inevitable by changed political conditions therefore called for the 
greatest wisdom and foresight on the part of the Allied statesmen. 

The chapter on Economic Reconstruction in the Treaties 
(Vol. V) deals with this aspect of the question. Lieut.-Col. 
Peel’s contribution reads very largely like an ex parte statement. 
But his apologia is at times decidedly half-hearted and not always 
convincing. The Austrian Reparation chapter is defended on 
the ground that it does not really mean anything. No lump 
sum was fixed, not because the advisability of the course was not 
‘as clear to the Conference as to any of its critics,’ but because 
“it was not possible to do it within any reasonable time.” At 
the same time we are told that everybody knew that Austria 
could not pay any indemnity at all. The simple-minded critic, 
uninitiated in the mysteries of la haute politique, must even then 
have asked why the Reparation chapter should be included in 
the Austrian Treaty in any shape or form; and the history of the 
last two years has certainly not diminished the force of this 
criticism. 

The difficult question of the allocation of Austro-Hungarian 
liabilities among the successor States is justly described as a 
delicate one. But the assertion that “ by all the rules of inter- 
national law, broadly speaking, a successor State is liable for 
the debts contracted by its predecessor’ seems rather an over- 
statement from the pen of a British writer, in the light of Lord 
Alverstone’s judgment in West Rand Gold Mining Co. v. R. 
Be this as it may, some people will find it hard to view with 
equanimity a treaty, however just, the probable effect of which 
would be to drive Austria into bankruptcy. The addition that 
“the bankruptcy that followed would not be caused by the finan- 
cial clauses, but by Austria’s past history,” may possibly be true, 
but is surely hardly a sufficient justification for the policy itself. 

Lieut.-Col. Peel, in defending the financial clauses of the 
Treaty against the critics, points out very clearly the difficulties 


-in the way of creating a uniform International Currency for the 


Succession States, and rightly shows that the question was greatly 
complicated by the use of the printing press in Austria and Hun- 
gary in the early months of 1919. But this surely does not 
exonerate the authors of the Treaty from blame, for if the protec- 
tion of minoritics within the Succession States is not‘regarded 
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as incompatible with their sovereignty, surely some measure of 
control over the issue of paper-money would also have been 
permissible? And the case is greatly strengthened when we 
remember that all these States have had financial assistance in 
some shape or form from one or other of the Allies. Dr. Rasin, 
the first Czechoslovak Minister of Finance, was advocating some 
measure of Allied control over the German Imperial Bank and the 
Austro-Hungarian Bank to prevent the issue of uncovered paper 
as early as November 1918, and if this policy had been adopted, 
the present position of the unfortunate Danubian States would 
certainly have been much more satisfactory than it is. 

Prof. Young, in chap. i, Part IV, gives us a useful summary 
of the commercial policy adopted in the German as well as in the 
Austrian, Hungarian and Bulgarian Treaties. The third of 
President Wilson’s famous Fourteen Points, advocating “the 
removal of all economic barriers and the establishment of an 
equality of trade conditions ” was interpreted out of existence. 
When we bear in mind the extreme temptation for weak and not 
yet well-established States to resort to the Customs as the easiest 
means of solving their immediate financial difficulties, which the 
crushing burdens of armaments rendered doubly urgent, we cannot 
but be amazed at a policy which, instead of encouraging Free 
Trade in the former Habsburg lands, actually limited the treaty- 
making rights of certain of the new States in this respect. 

Prof. Young is certainly right in stressing the baneful effects 
of ‘‘ purely political considerations’; though, in the light of 
more recent developments, one cannot but wonder whether he is 
equally right in saying, of these particular clauses, that “‘ probably 
they go as far towards a solution of the problem as was humanly 
possible under all the conditions that existed at Paris.”” Would 
it not have been possible, for instance, to have given more definite 
encouragement to the policy which eventually led to the Conference 
of Porto Rose ? 

This History of the Peace Conference must be consulted by 
all who wish to understand the multifarious problems that came 
up for solution at Versailles; and while the economic chapters 
make sad reading, we can only hope that the policy of self-help 
recently initiated with considerable success by Dr. Bene’ will 


lead to a return of sanity while there is yet time. 
I. L. Evans 
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NOTES AND MEMORANDA 


Tur GEDDES REPORTS AND THE BUDGET 


First Interim Report of Committee on National Expenditure. 
Cmd. 1581. Pp. 172. Price 4s. net. 


Second ditto. Cmd. 1582. Pp. 113. Price 3s. net. 

Third ditto. Cmd. 1589. Pp. 170. Price 4s. net. 

Parliamentary Debates: House of Commons. May 1, 1922. 
Price Is. net. 

Estimates for Civil Services for the year ending March 31, 1923. 
Memorandum by the Financial Secretary to the Treasury, 
and Tables. H. of C. paper 32. 1922. Price 1s. net. 

Financial Statement (1922-23). H. of C. paper 77 of 1922. 
Price 3d. net. 


THE tendency to waste must be reckoned as an element of 
original sin. Waste of time, waste of effort, waste of money— 
the man who has never been guilty of these things, if he could 
be found, would be no fitting company for mere mortals. 
Governments, after all, as Mill reminds us, “‘ consist of men, 
and for the most part of very ordinary men,”’ and it is unreason- 
able to expect that Ministers and officials should be exempt 
from our common frailties. But there are degrees in all things, 
and it is better to be dead than to be a “‘ waster,” or a wastrel. 
Gross, palpable, continued waste of public money is something 
about which the taxpayer is right to be angry. Those who are 
responsible for spending the public money are in a fiduciary 
position. We require from trustees not merely the diligence 
which an ordinary prudent man takes of his own money, but 
the higher exact diligence of an ordinary prudent man who is 
dealing with other people’s money, which may be a very different 
matter. Further, while a trustee may not make a profit out 
of his trust, our Ministers and officials are highly paid to 
discharge their trust. We may therefore fairly demand of 
them, at such a time as the present, when we are the most 
heavily taxed community in the world, that they should, as 
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they themselves say, “explore every avenue”’ in the road to 
economy. 

Historians of the War will find abundant proof of the waste- 
ful character of our contribution. The same results might have 
been attained at a much smaller cost in blood and treasure. 
“Hang the expense and get on with the war” was a phrase 
constantly in the mouths of civil and military authorities, though 
hanging the expense seldom did anything to accelerate the 
hour of victory, and often tended to retard it. Mr. Balfour’s 
remark that it was the business of admirals and generals to 
win victories and not to save expense was true in itself, whether 
or not it was opportune; but Lord Kitchener was never so angry 
as when he found officers guilty of squandering the public money. 
Some of the general relief at the Armistice was due to the hope 
that we should at last see an end of reckless extravagance and 
get back to rational expenditure. The House of Commons 
elected in 1918, just after the Armistice, was expected to address 
itself with energy to the reduction of expenditure and lightening 
the burden of war taxes. These hopes were lamentably dis- 
appointed. The spirit of waste was not exorcised. New heavy 
taxation was imposed. The annual taxation per head has been 
worked out by a leading financial journal at £18 in 1919, £22 in 
1920, £24 in 1921. Retrenchment has been dilatory and _half- 
hearted. An Anti-Waste movement was started on independent 
lines to press for such reductions of expenditure as would admit 
of immediate and appreciable lowering of taxation. Its first 
candidate gained a striking victory over a Government supporter 
in the St. George’s division of Westminster, which had long been 
regarded as an impregnable party seat. This election (June 7, 
1921) was followed by other similar successes, and Government 
began to take alarm. As early as August 20, 1919, Mr. Lloyd 
George had sent a circular to his colleagues pointing out that 
“the time has come when each Minister ought to make it clear 
to those under his control that, if they cannot reduce expenditure, 
they must make room for somebody who can... . That is 
the public temper, and it is right.” This was, however, but 
summer lightning. The Civil Services and Revenue Depart- 
ments which cost 81-3 millions in 1913-14 cost 523-3 millions 
in 1920-21 and 590-7 millions in 1921-22. The fighting services 
cost about 77 millions before the War and nearly 190 millions 
in 1921-22. The Debt and other Consolidated Fund Services 
increased in the same period from 37-3 to 359-8 millions. 

In May 1921 the Treasury issued a circular to all Govern- 
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ments on the subject of restriction of expenditure, and indicated 
that the cost of ordinary Supply Services, fixed at 603 millions 
for 1921-22, must be reduced to 490 millions for 1922-23. 
Immediate proposals to that end were called for. The response 
was a proposal to reduce the estimates for the next year not by 
113, but by 75 millions. Having regard to the fall of prices, 
of wages and bonus, and to the cessation of various services 
arising out of the War, this failure was inexcusable. A Glad- 
stone, a Lingen, or a Welby would not have accepted a rebuff 
of this nature. But the Treasury and the Chancellor of the 
Exchequer of to-day did not carry guns enough to make their 
orders effective. Resort was therefore had to an outside Com- 
mittee, with Sir Eric Geddes as Chairman and Lord Inchcape, 
Lord Faringdon, Sir J. P. Maclay and Sir Guy Granet as members. 
Its terms of reference were : 

“'To make recommendations to the Chancellor of the 
Exchequer for effecting forthwith all possible reductions in the 
National Expenditure on Supply Services, having regard espe- 
cially to the present and prospective position of the Revenue. 
In so far as questions of policy are involved in the expenditure 
under discussion, these will remain for the exclusive consideration 
of the Cabinet; but it will be open to the Committee to review 
the expenditure and to indicate the economies which might be 
effected if particular policies were either adopted, abandoned or 
modified.” 

The date of the reference is not stated, but the Committee 
seems to have got to work in August 1921. At some date after 
its appointment the Chancellor of the Exchequer asked it “‘ to 
aim at economies which in the total would effect a reduction 
of expenditure of 175 millions.” In other words it was asked 
to advise how the Estimates for the Supply Services for 1922-23 
could be pared down to 428 millions. 

The appointment of the Committee was greeted with loud 
criticism. It was asked what qualifications five eminent 
authorities on transport by sea and land possessed for judging 
how much the British Government should spend on its various 
services. Sir Eric Geddes was accused of having been himself 
a ‘‘ master-spender ”’ as Minister of Transport, and his selection 
as an economy expert was regarded as a piece of cynicism. In 
some quarters the Committee was denounced as unconstitutional, 
though it had no executive powers, and there is no reason— 
quite the contrary—why the Chancellor should not get assistance 
and advice from any source. Finally, it was asserted that the 
Committee was a device to shelve the question and pacify the 
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taxpayer while action was deferred. When it was known that 
the Committee had reported, the public was left for some time 
in doubt whether the Report would be published. When the 
Reports were ultimately issued they had a wonderful reception. 
The first editions were rapidly sold out in spite of their very 
high price. Previous criticisms were forgotten and the Report 
and its authors were covered with general approval. 

Fortunately for itself the Committee was not called upon 
to express an opinion as to how much the country could afford 
to spend upon Government—its taxable capacity—nor how 
much Government ought to pay to carry on its business with 
efficiency, nor what business Government should attempt to 
undertake. Its problem was simpler. Given a figure of 428 
millions as the amount to be raised for Supply Services, how 
should the total be divided among the Departments of the State ? 
The answer could not be worked out in vacuo. It was not 
possible to say, e.g., that having regard to our national require- 
ments and to the armed forces of other countries, a sum of so 
many millions should suffice for the naval, military and air 
forces. These were already in being with certain commitments, 
rents, contracts, and other liabilities not to be immediately 
cancelled except at heavy cost. The empirical process was 
indicated. How much of the present and proposed expense 
can be reduced at once? Upon this branch of its inquiry the 
Committee was advised by Government that it might act upon 
the assumption that no great war was to be anticipated within 
the next ten years. Even here, however, its problem was 
relative and not absolute. Aiming at a total of 428 millions, 
it was practically compelled to divide its proposals for retrench- 
ment into fractions of 100 millions. It may safely be asserted 
that, given a free hand, it could and would have made recom- 
mendations for a larger cut than that prescribed. 

The methods of the Committee were practical and business- 
like. It inquired how much was spent by each Department 
before the War, how much is now demanded, what changes 
of circumstances have affected requirements as compared with 
1913-14, and (to some extent) how far defects of organisation 
are wasteful and remediable. Their reports vividly show the 
superiority of personal inquiry over the formal examination of 
witnesses by Estimates and Select Committees of the House 
of Commons. To pass in review in six months the expenditure 
of hundreds of millions of money upon multifarious services 
is only possible by a sort of aeroplane flight over the country, 
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which shows how the land lies. Photographs will give accurate 
representations of salient details, and plotting out measurements 
will yield some definite conclusions. In plain “language cost- 
accounting can be employed on a large scale and with good 
results. But the small and intimate details are not revealed 
by this bird’s-eye view, and in public finance there are “ little 
foxes that spoil the vines,” little leakages in abundance which 
make Gladstone’s candle-ends and cheese-parings important 
in the aggregate. This kind of work is only possible to spade- 
working inspection. The work of the Geddes Committee needs 
to be followed up by some such body as President Taft’s Com- 
mission on National Economy and Efficiency.” } 

The First Report, dated December 14, 1921, deals with the 
fighting services, social services (Education, Health, Labour, 
and Old Age Pensions), and the Ministry of Pensions. In the 
fighting services overlapping and duplication throughout lead 
to waste. Co-ordination is recommended in Supply, Transport, 
Education, Medical and other Services under some supreme 
authority such as a Ministry of Defence. The Navy Estimates 
provide for man-power on a lavish scale. Without in any way 
interfering with the manning of the fighting ships of the Navy, 
officers and men might be reduced by 35,000. The Royal Dock- 
yards are unduly expensive. There are many ways in which 
economies could be effected by employing the Naval Ratings 
and Marines held for mobilisation on the work now done for 
the Admiralty by civilians and Metropolitan Police. The Naval 
Estimates for 1922-23 should be reduced from 81 to 60 millions, 
and in the subsequent year still lower estimates should suffice. 
Further reductions should result from a judicious substitution 
of air-power, acting on the proposals of the Washington Con- 
ference for discontinuing the construction of four capital ships 
(for which the Estimates provided 11-8 millions), lowering the 
number of ships in full or partial commission, and lessening the 
provision for accumulating and storing oil reserves for the Fleet 
—a matter of high policy. 

In the Army a reduction of 50,000 officers and men could 
be made in the Estimates without in any way reducing the 
forces employed by the War Office on foreign service. Drastic 
economies should be made in all the ancillary and auxiliary 
services of the Army, which have been increased beyond what 
the country can afford. Abnormal reserves of arms and equip- 


1 For an account of the methods of this Commission see Higgs, National 
Economy, 1917, passim. 
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ment are stored, guarded and maintained at heavy and unneces- 
sary cost. The introduction of new arms and corps and of the 
Air Force, increasing our fighting efficiency, is not reflected 
in corresponding reductions in other directions. The Army 
Estimates should be reduced in 1922-23 from £75,197,800 to 
55 millions, and more thereafter. No account is taken of further 
possible reductions resulting from a review by the Government 
of our military requirements at home and abroad. The Report 
recommends a reduction of the Air Force Estimates from 15} to 
10 millions—the air units allotted to the Navy and Army to 
be reduced by 8} squadrons. 

Education, upon which 17-2 millions of voted monies were 
spent in 1913-14, was estimated to cost 59-3 millions in 1922-23. 
If we add the Local Taxation Grants and the expenditure falling 
on rates, the total is £103,880,000. The Committee considers 
that of recent years the national expenditure on Education has 
far exceeded what the country can at present afford. The cost 
per pupil has increased unreasonably. The system of subsidy 
has transferred increasingly the incidence of cost from the 
ratepayer to the taxpayer and decreased the financial respon- 
sibility of those who actually spend the money. The Board 
of Education is impotent to control expenditure or effect 
economies, once the policy has been determined, and Local 
Authorities have been urged into expenditure upon a scale 
which they would not have contemplated if left free. The pay 
and superannuation of teachers has been fixed upon an ill- 
advised and unconsidered basis. The grants for secondary and 
higher Education are described as excessive, and the Committee 
concludes by recommending a cut of 18 millions in this Estimate. 

The Ministry of Health is more leniently dealt with. Apart 
from the Housing Scheme, “ which is entailing a cost to the 
taxpayer of 10 millions a year for the next sixty years,” and a 
recommendation of a vigorous policy of sale of these houses 
to reduce that burden, the Report suggests only a reduction 
of 23 millions upon the revised Estimate of 24} millions. On 
War pensions it recommends a reduction of 3} millions in cost 
of treatment, parents’ pensions, and administration. The 
Estimates for the Ministry of Labour and Old Age Pensions are 
left unchanged, though possible economies are indicated in the 
Labour Ministry, and it is recommended that the abolition of 
that Ministry and of the Employment Exchanges should be 
considered. In all the First Interim Report suggests specific 
reductions of 70:3 millions in five public departments. 
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The Second Report, dated January 28, 1922, and the Third 
(final) Report, dated February 21, can be more briefly dealt 
with. They propose further specific reductions in various Civil 
Service and Revenue Department Estimates, making, with 
some adjustment of the First Report figures, a total cut of 
£86,844,175. The Committee expresses confidence that more 
than 13} millions can be struck off from the Estimates of the 
fighting services on the grounds stated at the end of its First 
Report. It is important to notice that the Committee says, 
in effect, “‘ Here is your plan for a total of 428 millions to be 
spent on Supply Services. But our suggested retrenchment is 
a minimum. There are other reductions possible upon which 
you should make further inquiry and take action.” 

The response of the Government was to give effect to reduc- 
tions of 52 millions only. The Committee proposed a reduction 
of 21 millions on the Navy, plus any savings arising out of the 
Washington Conference. It allowed 12 millions for four new 
capital ships, which cannot be proceeded with this year. The 
Navy Estimates are nevertheless reduced only by 16 millions 
in all, or 4 millions if the new ships are excluded. As regards 
the Army, a reduction of 20 millions was proposed, plus any 
reductions due to a revision of garrisons abroad. The reduction 
actually made is about 10 millions, including adjustments of 
garrisons on foreign service. The cut of 5} millions proposed 
in the Air Force has been reduced by about one-half. The 
Social Services are reduced by 11-7 millions instead of the 22-7 
suggested in the Reports. The other recommendations or 
equivalent reductions have for the most part been adopted, so 
far as they were specified by the Committee, but its suggestions 
of further economies have apparently not yet been explored. 
There is a general feeling that retrenchment has not been 
sufficiently prompt, nor sufficiently drastic. 

A few illustrative examples of waste and mismanagement 
may be taken from the Reports. In the Transport Companies 
of the Army the Committee finds 3 officers and 80 of other ranks 
for a service company of 20 four-wheeled vehicles. Of these 
men there are 30 drivers or 14 per vehicle, and 20 cleaners, 
besides 18 workshop personnel. “ We have ascertained the 
figure with regard to the cleaning staff employed by large Omni- 
bus Companies, and find the ratio in their case is approximately 
one man for each five vehicles. In the case of large double- 
decked trams, the ratio is only two cleaners for five cars... . 
There are 11,856 beds in Admiralty and War Office hospitals 
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in this country, of which 5,335 are filled and 6,521 are unoccupied, 
The accommodation at Ministry of Pensions hospitals is rather 
under 14,000 beds, though Treasury authority has been obtained 
for 15,000 beds, which was a great reduction on the demands 
made by the Ministry. The number of these beds unoccupied 
on June 30, 1921 was 2,400. Immediate steps should, in our 
opinion, be taken to utilise spare accommodation in Naval and 
Military hospitals for pensioners under treatment, thus enabling 
buildings hired by Ministry of Pensions to be surrendered... . 
Each patient in a Ministry of Pensions hospital is costing on the 
average 10s. lld. a day, whereas the capitation rate of civil 
hospitals averages 9s. a day. General surgical and medical 
cases should, to a large extent, we suggest, be treated either 
in civil hospitals or in Naval or Military hospitals. . . . Alto- 
gether the taxpayer is providing 25,856 beds, and of that number 
9,821 beds are unoccupied.” The Navy has enough ammunition 
for “‘ twenty years’ consumption on the basis of the late War, 
a”*" vet it is proposed next year to spend close on two million 
pounds on ammunition alone.” 

The insouciance into which we drifted during the War is 
strikingly shown by the two cases of pay and pensions of teachers 
and police. The present scales of teachers’ salaries were framed 
by the Burnham Committee, formed of representatives of the 
local authorities and the teachers. The taxpayer bears from 
50 to 60 per cent. of the increased salaries granted as well as 
the whole of any consequential increase in pension charges. 
The bill for teachers’ salaries is now more than two and a half 
times the pre-war figure. The Burnham Report provides that 
if the official figure of the cost of living rises to a higher level 
than 170 per cent. above pre-war costs, and remains there for 
six months, the scale shall be open to increase. It omits, how- 
ever, any mention of reduction when cost of living falls. The 
index number at the date of the Burnham Report (September 
1920) was 161, whilst it is now 81. Reductions on the ground 
of the falling cost of living have been accepted recently by most 
classes of the community, and this process is continuing. The 
cost of teachers’ pensions to the State in 1913-14 was £176,000. 
It is now nearly two millions a year. ‘‘ The taxpayer pays the 
whole pension bill, the Local Authority has control of the pay, 
the age of retirement and promotion of the staff, but no financial 
interest in the pensions cost affected thereby—a most vicious 
principle. The full cost to the taxpayer of the burden of teachers’ 
pensions was clearly not appreciated when the arrangement 
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was made; in fact, the Government Actuary was not consulted. 
The accruing liability under this head may well amount ultimately 
to 12 millions per annum.” 

The present scales of police pay are those recommended by 
the Desborough Committee, which reported in July 1919. This 
Committee recommended that the scales of pay of police should 
be standardised throughout Great Britain. The percentage 
increase amounts in some cases to 208 per cent. above pre-war, 
in Industrial Boroughs to 148 per cent., and in the Metropolitan 
police to 133 per cent. The scales are not subject to any reduc- 
tion on the grounds of cost of living. “In our opinion, there 
is no justification for paying a constable in a rural county up 
to £234 per annum and sergeants up to £292 per annum in 
addition to the rent aid, boot allowances, free clothing and 
generous pension terms which are granted to all members of 
the police force. Their emoluments are exceptionally favourable 
compared with outside rates in skilled occupations.’ But the 
astonishing feature of the pay is that it is the same for County 
and Borough police as for the Metropolitan force. How the 
Treasury, which discriminates carefully between the pay of 
London and provincial postmen, can have consented to extend 
the pay of London police to the provinces is a mystery. Here 
again, as in the case of the teachers’ pensions, there was no 
actuarial estimate in connection with the Police Pensions Bill 
of 1921. When a Government Actuary is set up for such purposes 
these costly leaps in the dark ought not to have been taken 
without getting his report. 

Space fails to add to these extracts. _ It must suffice to say 
that they leave an impression that a central brain is lacking 
in the control of our public expenditure. The Committee of 
amateurs has given a lesson in method to the professional 
administrators. It makes them a present of the waste which 
undoubtedly existed at the time of the base-line of 1913-14, 
and of the great fall of prices since the provisional Estimates 
were framed in July last. It creates and confirms a conviction 
that we are spending large sums of public money for no useful 
purpose. It is not surprising that another Committee is already 
demanded by the public, whose “ ignorant patience of taxation ” 
is giving way to an enlightened impatience, or that the Indian 
Government has requested Lord Inchcape to preside over an 
inquiry into the possibilities of retrenchment in India. Vast 
dumps and stores of war equipment and material, covering large 
areas, filling huts and buildings, costing money to guard, check, 
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audit, and subject to risks of depreciation, establishments at 
Woolwich, Waltham and Enfield kept going on unremunerative 
work “in case of emergency,” are like insuring against earth- 
quake and neglecting the less remote danger of loss from fire. The 
financial emergency is upon us. A reserve of financial power is 
surely of the first importance even as a preparation against war. 

The Chancellor, having ;failed in his duty to make more 
substantial reductions in public expenditure, was confronted with 
a difficult Budget. The enormous stocks of surplus war stores, 
bought out of borrowed money and sold for hundreds of 
millions, spent as annual revenue since 1918, are coming to an 
end. The outlook for taxation on the existing basis is affected 
by the depression of trade, industry and commerce, and by the 
operation of the three years’ average for profits which will now 
include one bad year. The debt to the United States will require 
a beginning of payments this year, though only six months’ 
interest—approximately 25 millions sterling. Indirect taxes are 
falling off. Any additional tax burden is unthinkable. If 
taxation is not reduced the public indignation will boil over. 
How then to solve the problem ? 

Opening his Budget on the Ist of May, the Chancellor stated 
the outturn of 1921-22 as compared with the Budget estimate : 


Revenue; estimated £1,216,000,000, realised £1,124,880,000 
Expenditure; _,, £1,136,000,000, actual £1,079,187,000 








Surplus “ £80,000,000, _,, £45,693,000 


The National Debt had increased from £7,574,358,000 on 
the 3lst March, 1921 to £7,654,500,000 on the 3lst March, 1922, 
owing to the issue of the 3} per cent. Conversion Loan, which 
increased the nominal total debt, but not the annual debt burden. 
The external debt, floating debt, and early maturing debt had 
been much reduced, so that it has been possible to reduce the 
estimate for interest and management of debt from 352 millions 
in 1921-22 to 335 millions for the present year. On the existing 
basis of taxation the revenue for 1922-23 was estimated at 
956-6 millions, of which 90 millions are special revenue. The 
total expenditure, exclusive of debt redemption, is estimated 
at 910 millions, made up of £363,438,000 for Consolidated Fund 
Charges and £546,631,000 for Supply Services. In this total 
of 910 millions are included £61,200,000 for special expenditure, 
and 25 millions for contingencies. Various Irish services are now 
omitted. The total amount is not clear; but over 23 millions of 
expenditure are specified in the memorandum on Civil Service 
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Estimates (H. of C. 32, of 1922) as transferred from the Imperial 
Parliament. When we get the true figure we shall be better able 
to compare the expenditure of the past and the present year. 
The Chancellor proposed to reduce the standard rate of 
Income-tax by 1s. in the pound, which means roughly by one-sixth 
—those who now pay 3s. to pay 2s. 6d., while the full standard 
rate becomes 5s. instead of 6s. The duty on tea, coffee, chicory, 
and cocoa to be reduced by one-third as from the 15th May. 
Imperial growths enjoy a preference. The duty on China tea 
now becomes 8d. per pound instead of a shilling, while imperial 
teas will pay 63d. per pound. Coffee and cocoa will now pay 
4d. per pound. Postal and telephone charges are reduced. 
Postcards reduced from 13d. to 1d. Printed papers, subject 
to certain conditions as to hours of posting, reduced from ld. 
to 4d. on packages not exceeding 1 oz. in weight. Letters 
(minimum weight) reduced from 2d. to 14d. Reductions in 
telephone charges amounting to about 1 million a year. Agri- 
cultural land to be assessed for Income-tax at its annual value 
instead of at twice that amount, and amenity lands at one-third 
of the annual value. The estimated cost of these concessions 
for the year is—Income-tax, etc., 35-2 millions; tea, coffee, 
etc., 5 millions; postal charges, £5,650,000. Some minor 
changes are promised to meet Income-tax hardships and defects. 
Sunday postal collections (but not deliveries) are to be restored 
at a cost of about a quarter of a million for the year. On the 
basis of these proposals the final balance sheet is: Revenue 
£910,775,000; Expenditure £910,069,000, leaving a balance of 
£706,000. Provision for Sinking Fund is not made, and the 
amounts needed to meet the statutory requirements in respect 
of Victory Bonds, 3} per cent. Conversion Loan, etc.—probably 
30 to 35 millions—will have to be borrowed during the year. 
These are the main features of the Budget, which has been 
fittingly described as a makeshift. The gravity of over-taxa- 
tion is recognised in the Budget speech. ‘‘ Nearly every item 
in Customs and Excise has fallen off in yield in the last three 
or four months. The opinion I have formed is that while con- 
sumption kept up in a remarkable degree during the course 
of the year 1921, the savings of the people gradually became 
exhausted, and the spending power is now curtailed.” “‘ Unem- 
ployment is widespread. It is breaking the hearts and embitter- 
ing the lives of hundreds of thousands of our workmen. The 
professional and middle classes are enduring privation to-day 
such as they have never before had to face.” ‘‘ The evils of a 


high Income-tax in relation to commerce and industry have 
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been emphasised and confirmed by our recent experiences.” 
But the problem is attacked at the wrong end. In 1918 Mr. 
Bonar Law, as Chancellor of the Exchequer, forecast our post- 
war Budget at 650 millions. A year later his successor, Mr. 
Austen Chamberlain, laid down a total of 766 millions for a 
normal year. The present Chancellor only last autumn called 
upon the Geddes Committee to prepare figures for a total of 
428 millions for Supply Services. The new Budget provides (after 
excluding various Irish services) for an expenditure of over 910 
millions, of which 546-6 millions are for Supply Services. The 
conclusion is inevitable—there has been and still is deplorable 
slackness in retrenchment. It is of no use to pay glowing 
tributes to the strength of the patient and to the wonderful 
vitality which has enabled him to survive such drastic bleeding 
in the past year, nor to point out with pride the reductions 
which have been effected in expenditure. We should rather 
view with contrition the huge expenditure which remains. Part 
of it is due to bad politics, part to lack of knowledge and lack 
of vigour in administration. A Budget is but a programme, 
and programmes do not always work out according to plan. 
It will be an agreeable surprise if contingencies do not require 
more than the 25 millions provided for Supplementary Estimates. 
On the other hand, the fall of bonus may possibly be much 
more than is anticipated in the Budget. The immediate relief 
to the taxpayer is very slight, seeing that the Income-tax instal- 
ment due on the Ist July will be collected at the old rate, and 
the new rate will not be applied till 1923. The remission of 
£45,850,000 in the present financial year will amount to 20 millions 
more in a full year. The outlook for the 1923-24 Budget is 
black indeed, unless a much more vigorous policy of retrench- 
ment is adopted and carried through. The Geddes Reports 
give us a foretaste of what might be attained by a properly 
organised efficiency audit. A single expert Inspector-General, 
with two or three assistants, working on similar lines to the 
Geddes Commission and reporting annually to the House of 
Commons, would throw the searchlight of publicity and know- 
ledge into the dark places of waste. 

Expenditure being what it (unjustifiably) is, the suspension 
of the Sinking Fund, of which we should be ashamed four or 
five years after the Armistice, appears on the whole a lesser 
evil than the maintenance of taxation at its old killing rate. 
That we should have been brought to this pass is a terrible proof 
of woeful mismanagement. 

A word of praise is due to the improvement in the White 











1922] THE GEDDES REPORTS AND THE BUDGET 263 


Paper (Financial Statement) 77 of 1922, which is much fuller 
and clearer than usual. Little is heard of the concealed charge 
of accruing interest on the National Savings Certificates, which 
must now amount to a substantial liability. The decision to 
make Departments pay for Post Office telegrams is a retrograde 
step. If extended to stationery and other charges we shall 
soon see not only a complication of accounts, but an army of 
clerks engaged in correspondence with each other over questions 
of excessive charges, inefficient service, and similar matters, 
without any corresponding benefit to the public. Simplification 
of the public services is so essential that a discredited and dis- 
carded system of inter-departmental payments ought not to be 
lightly revived because of slight defects which cost more to 
remove than the change is worth. 

The following is the “final balance-sheet, 1922-23, after 
alterations proposed by the Chancellor of the Exchequer ”’ :— 


ESTIMATED REVENUE. ESTIMATED EXPENDITURE. 
Customs -. £112,250,000 
Excise .. an 4s 160,750,000 
—————— | National Debt Services £335,000,000 
Total — Customs and aN Payments for Northern 
Excise és .. 273,000,000 Ireland Residuary 

ee eee Share, ete. ‘ =e 

10,600,000 | Road Fund 


Payments to Local Tax- 


CONSOLIDATED FuND SERVICES. 


2,500,000 


Motor Vehicle Duties . 10,000,000 


oe 48,000,000 





Estate, etc., Duties pri ation Accounts, etc. 9,788,000 
Stamps . ° 18,250,000 | Land Settlement 3,500,000 
Land Tax, House Duty Other Gannahdated 

and Mineral Rights Fund Services 2,650,000 

Duty P * 3,000,000 
Income Tax (including 7 

ToTaL CONSOLIDATED 

Super Tax) .. <e 329,000,000 ae Rae apes 
Excess Profits Duty, etc. 27,800,000 Funp Services .. £3863,438,000 
Corporation Profits Tax 19,750,000 

Total Inland Revenue 445,800,000 —— 

Tora RECEIPTS FROM Army 62,300,000 

Tarr .... -» £729,400,000 | Navy .. 64,884,000 

Postal Service .. ae 35,667,000 | Air Force 10,895,000 


5,230,000 Civil Services ’ 
13,728,000 | Customs and Excise and 
SSS Inland Revenue De- 
54,625,000 


Telegraph Service 
Telephone Service 


317,455,000 








Total Post Office partments 12,275,000 
——————— | Post Office Services 53,822,000 
Crown Lands .. . 750,000 ; Provision for Supple- 
Interest on Sundry mentary Estimates . . 25,000,000 
Loans e oH 14,000,000 pet aS 
Miscellaneous :— Toran Suprty SER- 
Ordinary Receipts .. 22,000,000 VICES .. £546,631,000 
Special Receipts ; 90,000,000 PR reo SE ag 
T R Se TOTAL EXPENDI- 
OTAL RECEIPTS FROM TURE. 910,069,0 
Non-Tax Revenve £181,375,000 | Surplus . nrg 
TOTAL REVENUE £910,775,000 TOTAL . £910,775,000 
Borrowings to meet Ex- : 
penditure chargeable Expenditure Chargeable 
against Capital £10,050,000 against Capital £10,050,000 
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. Since the above article was written a letter from Sir Henry 
Gibson has appeared in The Times (May 18, 1922) recommending 
that the House of Commons should appoint a Select Committee 
on the lines of the Geddes Committee with power to appoint 
from outside suitable persons to serve on sub-committees and 
an expert secretariat. The ability and long experience of Sir 
Henry Gibson as Comptroller and Auditor-General lend great 
weight to his assertion that a staff at no greater cost than £10,000 
a year would adequately perform the duties contemplated and 
bring about economies out of all proportion to its cost. ‘‘ The 
House of Commons should assert itself in this matter, and dis- 
regard the threadbare objections put forward by Ministers, 
such as the weakening of Ministerial responsibility and the 
sapping of Treasury control. Ministers of spending depart- 
ments require all possible control, and the Treasury, even in 
its palmiest days—as admitted by its representatives in evidence 
—has never been able to exercise an adequate check on the 
demands of the fighting services.’ An Examiner of Estimates 
is, in my opinion, less likely to be useful than an Examiner of 
past and present waste. To tell the Minister of War, e. g., that 
the Army has five cleaners of vehicles where one would do is a 
measure of assistance rather than ‘“ control.” An ex post facto 
study of expenditure which reveals waste is more important and 
more practical than scrutiny of future and possibly new require- 
ments. 

Henry Hiees 





OBITUARY 


Proressor Sir Epwarp GONNER 


Tue death of Professor Sir Edward Carter Kersey Gonner 
on the 25th February last is a severe loss to economic science, 
and will be regretted by a very large circle of friends and of 
colleagues in his academic and administrative work. It occurred 
very suddenly as a result of a short illness attacking him at a 
time when he seemed to be in the best of health. 

Gonner was one of the economists whom Oxford, in spite of 
having till recently given scanty recognition to economic studies 
in its curriculum, has contrived from time to time to produce. 
His first teaching appointment was at University College, Bristol, 
in 1885. Thence he went to the newly founded University College 
of Liverpool in 1888, and with successive changes in the status 











[JUNE 


fenry 
nding 
nittee 
point 
; and 
f Sir 
preat 
0,000 
and 
The 
dis- 
ters, 
the 
art- 
n in 
ence 
the 
ates 
r of 
hat 
is a 
acto 
and 
ire- 


ier 





1922] OBITUARY 265 


of the institution, of economic studies there, and of himself as 
their principal teacher, remained at Liverpool till his death. 
For the last thirty years he had held the position of Brunner 
Professor of Economic Science. 

Latterly, a large part of his time was spent away from Liver- 
pool and in other than academic work. Very shortly after Lord 
Rhondda’s appointment as Food Controller in the summer of 
1917, Gonner joined the staff of the Ministry of Food as Economic 
Adviser, becoming later Director of Statistics. He remained at 
the Ministry during the whole of the rest of its existence, both 
before and after the Armistice, and, after the transference of its 
functions to the Board of Trade, continued to give such service 
as was required. His impartiality, judgment, and knowledge of 
affairs were recognised also as qualifying him admirably to act 
as an Arbitrator in industrial disputes, and he was for some years 
one of the Chairmen appointed for this purpose by the Ministry 
of Labour in connection with the ‘‘ Committee on Production,” 
which, starting in 1915 as a Committee of Enquiry, became 
ultimately the main instrument for compulsory arbitration under 
the Munitions Act. 

Gonner’s writings covered many distinct sections of the wide 
field of Economics. In the domain of theory he wrote in 1906 a 
small but excellent volume on Interest and Saving, notable for its 
full recognition of the complexity of motives to saving, while 
one of his first publications was an edition of Ricardo’s Principles 
of Political Economy (1891). Another early work, on The Socialist 
State (1895), is of a more popular character, while his Commercial 
Geography (1894) is frankly a school text-book. In writing of 
The Social Philosophy of Rodbertus (1899) he made a valuable 
contribution in yet another field. But it is as an economic 
historian that he most definitely made his mark. His account of 
the modern economic development of Germany contributed to a 
History of Germany in the Nineteenth Century by various writers 
(1912) is an admirable short piece of work. His volume on 
Common Land and Enclosures published in the same year is the 
main authority in this field, standing out, by its balance and 
restraint, from a mass of biased and controversial literature, and 
distinguished from most scientific work on the subject by its 
completeness and by the length of the period covered. Dealing 
with three centuries and not with a few decades only, Gonner 
shows, more clearly than any other writer, the continuity of the 
process of enclosures and, in a sense, its inevitable character. 

Gonner belonged to the period before the high specialisation 
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of Economics. He worked in many different fields. If thereby 
he diminished to some extent his chance of being remembered as 
the ultimate authority on a single, possibly obscure, branch of 
his subject, he is more likely to be remembered in other ways. 

He was a man of affairs as well as a professor. He showed 
this over many years of work in the development and adminis- 
tration of the University of Liverpool. He showed it still more 
definitely when the sharpest test came of all men’s abilities, in the 
World War. In the Ministry of Food he was an officer whom 
Lord Rhondda, assuredly no mean judge either of men or of 
affairs, distinguished not only by the greatest respect for his judg- 
ment, but by marked affection. To Gonner Lord Rhondda 
spoke about the problems, the schemes and the personnel of the 
Ministry of Food more freely than to almost any one else, and 
he was one who by broad tolerance, discretion, lack of self-seeking, 
and appreciation of many different classes of men, most deserved 
such confidence. He was one of the men of academic training 
who most conspicuously made good in practical administration 
during the War. This was deservedly recognised by the successive 
honours of the C.B.E. and the K.B.E which he received. 

At the time of his death he was only in his sixtieth year. 
Though he might retire from active academic work it looked as 
if he had many years of reflection, of study, and of writing before 
him, and as if in those years he might have done invaluable 
service to economics, by placing on record some of his experi- 
ences, and drawing lessons from his practical work in the War. 

He was a member of the British Editorial Board established 
by the Carnegie Endowment for the purpose of securing the 
production of an economic and social history of the War period. 
His colleagues on that Board are only too well aware of his value 
there, and of the loss that they have suffered. He had compiled 
a volume on Food Statistics, which will shortly be published by 
that Endowment, and was preparing, in collaboration, a History 
of Food Control. Those who realise the difficulty of getting 
adequate contemporary histories written, because it is seldom 
that professors have the chance of doing practical work, or that 
practical persons can write good books, will best understand how 
much was to be hoped in this sphere from the fortunate combina- 
tion of qualities which distinguished Gonner. His death was in 
every way untimely: untimely since it defeated this hope; 
untimely because it came at so early an age; and untimely as 
the death, at whatever age, of such a man as Gonner, must seem 
to all who have known him and who will miss in him one of the 
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most delightful and most desirable of companions, whether at a 
Board of Examiners, or in a Food Council or on a holiday 
expedition. 

W. H. BEvERIpGE 


Henry Carter ADAMS 


Henry CarTER ADAMS was born in Iowa, December 31, 1851. 
He came of New England Puritan stock on both sides. One of 
his ancestors on the paternal side settled at Cambridge, Massa- 
chusetts, in 1623. His father was a member of that enthusiastic 
group of Andover theological students who went in 1843, almost 
on foot, from New England to the wilderness, as it existed in 
Iowa in those early days, in order to spread the gospel. It was 
this little “Iowa band ”’ of Congregationalists that was largely 
instrumental in founding Grinnell College, the first college in 
Iowa. Because of a past liberal donation from a Mr. Carter of 
New England, which made possible the starting of the college, 
Henry received the middle name of Carter. 

Reared in the intense religious and intellectual atmosphere 
of Puritan missionary life, he was destined for the ministry. 
He was delicate as a boy, and at one time it was even doubtful 
whether he could endure the rigour of the Iowa winters and the 
discomforts of frontier life. He was compelled on account of 
his physical condition to live much in the open, and for years he 
traversed the rolling prairies with gun and horse, seeking to 
acquire the strength which was so sorely needed, and laying 
the foundation for that passionate love of nature which charac- 
terised him in later life. As a consequence, his early education 
consisted almost entirely of the training in the languages that 
his father was able to impart to him—Greek, Latin, and Hebrew. 
After a time, however, he found it possible to go to Denmark 
Academy and to attend Grinnell College, from which he graduated 
in 1875. At that time he still intended to devote himself to 
the ministry, and accordingly entered Andover Theological 
Seminary in 1876. Then, however, moved by the spirit of the 
age, he had his attention turned to social questions and he deter- 
mined to study economic science, not so much for itself as 
constituting an avenue through which to reach his goal of ethical 
reform. 

It was now that by chance he heard of the founding of a new 
institution at Baltimore, the Johns Hopkins University. Having 
determined to enter it, he wrote on a few days’ notice an article 
in competition for one of the new fellowships, and he was 
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fortunate in being among the ten, out of more than three hundred 
applicants, to receive a fellowship. This took him to Baltimore, 
which was a revelation to him. There it was that he mingled 
with the galaxy of remarkable men who were associated together 
as teachers at Johns Hopkins; there it was that he first saw 
something of the life of the factory worker; there it was that 
he revelled in the opportunities for music and art, for which he 
had long been silently longing, but which he had been unable to 
find in his country home. Thus he developed into the man as 
he was when we came to know him a few years later. After 
attaining his doctor’s degree in 1878, he decided to go abroad in 
order to secure his advanced training in economics and social 
science. He studied at Oxford, Paris, Berlin, and Heidelberg 
for two years, and there acquired a familiarity with the newer 
methods and outlook which were to differentiate the young 
acolytes of economics on their return to America. 

Curiously enough, he was started out on his career through a 
mistake. Andrew D. White, the President of Cornell University at 
Ithaca, New York, was at that time American Minister to Berlin, 
and was exceedingly kind to the American students who were 
pursuing their work in Germany. He had met Adams there, 
but only casually; and when at a watering-place in Germany he 
sent for Adams in order to discuss with him the possibility of 
doing some work at Cornell. He had, however, intended to 
send for the other Adams—Herbert B. Adams, the historian— 
and it was only after some little time that Henry discovered 
the mistake. He did not, however, give up the fight. Mr. White 
was at that time also interested in economic questions, and 
when Adams said he thought that he had a message to give to 
the students at Ithaca, Mr. White asked him to draw up a 
syllabus. Adams worked all night and handed in his syllabus 
in the morning, with the result that when he returned to this 
country, he received an invitation to deliver lectures not only 
at Cornell, but also at Johns Hopkins and at Michigan. 

It was during these years that he still pursued his main quest 
of getting economics and ethics in some way to align themselves 
together. Yet, it may be asked, how did it happen that his 
first book should be devoted to a subject so uninteresting (as it 
seemed at that time) as that of public debts? He told me the 
story once—it is this; Adams was very ambitious and eagerly 
desired to make a reputation. At the same time he knew that 
his advanced views on social reform were not wholly approved 
by a great number of people. He therefore determined to seek 
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a topic which would possess two characteristics—first, that 
virtually nobody else in the country would know anything about 
it; and second, that it would not involve any question of 
radicalism in social policy. He cast about for some time and 
finally selected this particular subject. That explains why he 
started out with public finance, and after five years’ strenuous 
application made, as he had hoped, a ten-strike with his admirable 
book on public debts, published in 1887. 

In the meantime, he had never forgotten his first love. One 
of his very earliest papers—‘‘ The Relation of the State to 
Industrial Action ’’—was originally an address which was 
delivered before a club in New York in trying to make the 
lawyers and business men realise the close connection of economics 
and ethics. When published as a monograph by the American 
Economic Association in 1886 it at once made a profound impres- 
sion. He emphasised what has now become a commonplace— 
the need of raising the level of competition. This desire to make 
people realise that they move upward and onward solely through 
moral achievement, can be illustrated by an important episode. 
During the early days of the Gould railroad strike in 1886 there 
was to be at Cornell University a discussion of the subject. 
The engineer who had been invited could not be present, and 
at a moment’s notice Adams was asked to step into the breach 
and address the students. He spoke in his accustomed lucid 
way, and, as he afterwards put it, he said it was the first time he 
had ever talked to so large an audience with a realisation that 
he was making an impression, and that his audience was being 
influenced by his opinions. Unfortunately, the daily papers 
took the matter up and, in their usual fashion, gave a distorted 
version of his talk. The upshot was that Mr. Henry Sage, the 
great benefactor of Cornell, came to President White and said : 
“ This young man must go. He is undermining the very founda- 
tion of society.”’ President White very reluctantly concluded 
that he had no alternative but to acquiesce. The alumni at 
once desired to make a test case. But Adams refused to allow 
this. It is to the everlasting credit of President Angell that 
immediately after this episode he extended to Adams an invitation 
to associate himself permanently with Michigan University. As 
a consequence Adams packed his tents and withdrew silently 
from Cornell. Four years later he received from the Cornell 
Board of Trustees, of which Mr. Sage was still a member, an 
unanimous invitation to return. But he had now struck such 
deep roots at Michigan that he declined the invitation. 
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Adams’ subsequent career was a distinguished one. It was 
now that he gathered about him a band of students who admired 
and loved him. But he was soon called upon to render very 
important public service. When the Interstate Commerce 
Commission was organised in 1887 and Chief Justice Cooley was 
summoned to the head, Cooley saw that one of the fundamental 
objects to be accomplished was the collection of statistics. He 
accordingly invited his young colleague, Adams, to Washington. 
As we all know, by the end of the century virtually the only 
thing that remained of the vast volume of labour attempted by 
the Commission during the first decade of its existence was the 
work that Adams had accomplished. Although section 20 of 
the new law required annual reports from the railways and 
prescribed the items that should be included, the Supreme Court 
held that there was no procedure provided to enforce compliance 
with the section and no penalty for refusal to comply. Moreover, 
each carrier was keeping its own accounts in a different way, and 
it became exceedingly difficult to formulate any accurate sum- 
maries on such disparate material. When the railway law of 
1906 was under discussion in Congress, Professor Adams succeeded 
in inserting a much more drastic provision. Almost no attention 
was directed to this point, as the discussion in Congress was 
centring around the far more important question of the rate- 
making power. When the law went through, the railways found, 
to their consternation, that reports had now to be submitted 
under oath, with severe penalties for non-compliance. Above 
all, the commission was now given power to establish a uniform 
accounting system for all the railways and to create a board of 
examiners to see that the accounting regulations were obeyed. 
This gave Adams his desired opportunity. A long series of con- 
ferences now ensued with a committee of twenty-five of the 
American Railway Accounting Association. Out of this there 
gradually emerged the uniform accounting system that we now 
have. Professor Dixon, of Princeton University, attended many 
of these meetings and writes as follows : 


“The discussions were frequently very earnest and the 
tension. was often severe, but always at the crucial point in the 
discussion Mr. Adams would inject the right word and would 
restore the temperature of the room to normal. Such was his 
kindly tact, and so great was their respect for his judgment and 
his singleness of purpose that he almost always carried his point.” 


The uniform accounting system that Adams thus created was 
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subsequently extended to other public utilities and remains a 
monument to his labours. 

So great was the reputation that Adams acquired in this 
way that he was summoned a few years later by the Chinese 
Government to act as its adviser in working out for them a 
system of accounting adapted to the Chinese system of railroads. 
Adams went to China in 1913 and continued for four years to 
work out the system. Shortly after his death the Chinese Govern- 
ment sent a representative who placed, on Washington’s birthday, 
February 22, 1922, on Professor Adams’ grave a monument and 
memorial tablet to commemorate his services. The memorial 
address was made by Dr. F. Chang, a member of the Chinese 
delegation to the Arms Conference at Washington. Herewith 
are a few paragraphs from the address : 


“ No estimation of his services can be final without making 
mention of the unique nature which characterised them and 
which flowed from the high purpose and noble character of the 
man. China has had many and varied advisers, who have 
served relatively longer years. Their results, however, have not 
been so monumental, and in some cases have not been happy. 
Professor Adams, on the other hand, worked with and advised 
the Chinese members of the Commission on the Unification of 
‘Accounts, helped them in the production of a body of rules, and 
left the work entirely in the hands of the Chinese. Such dis- 
interested service and achievement commands universal respect 
and the love of the Chinese people. 

“Though the problems of China were new to him, yet with 
his scientific grasp and weight he had a thorough comprehension 
ofthem. He was also not lacking in human sympathies. He had 
such an understanding of the Chinese mind and ways that he 
readily sympathised with them and found working with them 
congenial and productive of good. His efforts and contacts so 
endeared him to those with whom he worked that they not 
only revered his knowledge, but also loved him as a man. In 
view of China’s financial and economic problems, had he been 
alive, the Chinese Government would have further occasion to 
seek his services again. 

“The relation between America and China has always been 
friendly, and the feeling between the two peoples has always been 
cordial and kind. Professor Adams will stand out in history as 
one who has strengthened those bonds which unite these two 
nations, who has induced the feeling of confidence between 
nations and set the example for international co-operation and 
advancement.” 


Notwithstanding his busy life as a college instructor and as 
Government adviser, Professor Adams ‘always remained true to 
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his original inclinations, as is evident from the fact that for 
several summers he delivered lectures on ethics and economics in 
the Plymouth School of Applied Ethics, connected with the 
Society for Ethical Culture. Adams perhaps contributed as 
much to the success of that school as any of the more specifically 
ethical teachers. No one could associate with him, even for a 
short time, without being profoundly influenced by his fine 
personality. 

A word may be added, in conclusion, as to his scientific achieve- 
ments in public finance. His book on Public Debts, published in 
1887, quickly became a classic. It was next followed by a more 
comprehensive work. Adams was the first American scholar to 
write a treatise on that topic. It is true, indeed, that, influenced 
by his continental training, he made an unsuccessful attempt to 
re-christen the subject, calling his book, after continental pre- 
cedents, The Science of Finance. To-day, however, we wisely 
distinguish between public finance and private finance. So far 
as the content of the work is concerned, however, it was a remark- 
able performance, and like its predecessor on Public Debts, shot 
through with the American spirit. Adams here again very 
clearly showed that he was, above all, a thinker. This was so 
widely recognised that his colleagues elected him, after John 
Bates Clark, to the Presidency of the American Economic Associa- 
tion, thus confirming the general verdict that he was after Clark 
the ablest thinker of the time in this country. His book on finance 
is, indeed, an eminently thoughtful book. Written a generation 
ago, it is now somewhat out of date, but at the time it was a 
pathfinder. Had Adams had the opportunity, had his attention 
not been diverted to the other more insistent work, to which 
allusion has been made, he would have continued in his chosen 
field. Even recently, he told the writer—as we talked over his 
plans together—of his project for a new edition of his book. He 
never lost interest in the problems of Public Finance. He felt 
convinced that they were the most important questions that 
confronted us. Yet because of his other pressing engagements, 
he was unable to maintain in the science the primacy which he 
had so quickly achieved. 

Yet as I look back upon the many years of intimate association 
with him, I should say that far more important than the scientist 
was the man. He possessed remarkable qualities as a friend— 
not to speak of those as a husband and as a father. He endeared 
himself to everyone who knew him, and his students, above all, 
had the greatest possible affection for him. This is evident from 
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the tributes paid to him at the memorial meeting held in his 
honour at the recent Pittsburgh session of the American Economic 
Association, which will shortly be published. 

When the history of Economics comes to be written, I think 
it may be said without peradventure of doubt that Adams will 
occupy a place in the forefront of the ranks of American 
economists. In public finance, in railroad transportation, in 
industrial regulation he made notable and permanent contribu- 
tions to economic science. To those who were privileged to 
enjoy his friendship, Henry Carter Adams will ever remain the 
embodiment of all that is gracious and loyal and fine. 

Epwin R. A. SELIGMAN 


Columbia University, 
April 15, 1922. 





CuRRENT Topics 


Tune following have been elected to membership of the Royal 
Economic Society :— ; 


American Geographical Society. Kemshed, D. 8. 


Barber, A. V. King, A. W. Waterlow. 

Belshaw, H. Knight, Prof. F. H. 

Brown, G. H. J. Knight, P. A. R. (life). 

Bruguier, Dr. G. Knox, W. E. 

Brunner, Mond & Co., Ltd. Lancaster, H. 
(compounders). Lawley, F. E. 

Buxton, W. Lazard Brothers & Co., New 

Choudhari, D. G. York. 

Clark, Sir Ernest, C.B.E. Lee, W. W. (life). 

Clark, L. D. Lipson, E. 

Cockroft, E. A. Mactaggart, Miss C. 8. 

Coyajee, N. H. Masuchi, Y. 

Dix, A. N. Mawas, Dr. A. 

Elsas, Dr. M. Mellersh, H. E. L. 

Elston, J. 8. Menon, A. G. 

Federal Reserve Bank of San Mohideen, C. 8. 
Francisco (compounders). Morris, W. E. 

Forsyth, D. A. Misra, L. N. 

George, Mrs. M. D. Mukerjee, S. (life). 

Hobson, A. S. Mustoe, N. E. 

Howland, F. W. S. Naish, H. W., M.B.E. 

Islamia College, Lahore. Otter, W. H. 

Jenkins, E. I. Palmer, J. B. 
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Pink, H. J. Stuart, T. 

Rao, B. R. Thompson, G. F. 
Rees, W. Towers, J. (life). 
Richardson, J. H. Venkataraman, V. A. 
Robinson, H. M. Walker, T. C. 
Russell, A. W. Wallett, N. 

Sato, K. Wood, D. R. 

Scott, H. C. Williams, D. O. 
Scott, J. P. Wills, F. 

Spruill, C. P., Jr. Young, E. Marshall. 


The following have been admitted to library membership :— 
University of Southern California Library ; University of Syracuse 
Library; Russell Sage Foundation Library; Radcliffe College 
Library, Mass.; Massachusetts Institute of Technology Library ; 
Carnegie Free Library of Allegheny, Pittsburgh; Yale University 
Library; University of Toronto Library; Provincial Library, 
Victoria, B.C.; State Agricultural Library, Wageningen, Holland ; 
Union des Fonctionnaires du Ministre des Finances; Detroit 
Public Library; Milwaukee Public Library. 


The British Association meets this year at Hull, and not at 
Edinburgh, as announced by a slip in the March JouRNAL. 


The ‘‘ Manchester Guardian Commercial ”’ is publishing a series 
of Special Supplements on Reconstruction in Europe under the 
editorship of Mr. J. M. Keynes. Number one deals primarily with 
the Foreign Exchanges, number two with Shipping and Inland 
Water Transport, and number three with the Genoa Conference, 
Textiles, and Austria. Number four will deal with Russia and 
Oil; number five with the National Finances of Europe and 
Tariffs. The leading authorities of all countries are contributing. 
An important feature of the Supplements is the publication of a 
“‘ Barometer ” and Charts of Business Conditions prepared at the 
London School of Economics under Professor Bowley. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


JANUARY, 1922. The Progress of British Agriculture :—Presidential 


Address for 1921-22. Str Henry Rew. A larger quantity of 
food was probably being produced at the outbreak of war than 
at any previous period. A recovery from the set-back due to 
the war, if not attained, may be hoped for. Industrial Morbidity 
in Great Britain. E. A. Rusuer. In the Miscellanea important 
contributions to the theory and use of the Pearsonian test for 
** goodness of fit’ are made by R. A. Fisuzer and G. Upny YULE. 


Marcu. Some Current Financial Problems. H.W. Macrosty. The 


problems dealt with in the paper and in the subsequent dis- 
cussion by Sir J. Stamp and others related mostly to credit— 
bank-credit, Treasury Bills, ete. The Federal Reserve System of 
the United States. R. G. Hawrrey. A lucid account of the 
reform in the United States Banking System. Wholesale Prices 
of Commodities in 1921. THe Eprror or THE Sratist. The 
Sauerbeck (total) Index-number was for 1921, 155; for 1920, 
251; for 1913, 85 (for 1867—77, 100). Francis Galton. Str 
Henry Rew. A centenary address. 


The Quarterly Review. 


Aprit, 1922. The Problem of Modern Industry. A. E. ZIMMERN. 


Nineteenth-century Socialism has failed. Guild Socialism and 
Syndicalism are unworkable. Leisure, secured by shorter hours, 
will not much benefit the factory worker, ‘too tired to love or 
hate,” after his “ dehumanising”’ work. Recalling Ruskin and 
Morris, the writer hopes for a transformation from the motive 
of profit to that of service. Aiming at freedom defined as the 
“ continuous possibility of initiative’? (Graham Wallas), he recom- 
mends establishments like the York Cocoa Factory, team work, 
change of employment, publication of profits, removal of stigma 
from certain occupations—which may be accomplished by 
industrial conscription as conceived by William James and 
practised in Roumania. Prospects of Agriculture. Str HENRY 
Rew. Referring to recent publications, official and other, Sir 
Henry regards the alleged failure of the present system to main- 
tain production as not proven. Whether the system should be 
retained depends on the adoption of certain readjustments. 


The Contemporary Review. 


Aprit, 1922. The Private Use of Money. Pror. A. C. Piaov. A 


guide to conduct. Free Trade and the Wheat Supply. Lorp 
SHEFFIELD. 
No. 126.—vo., xxxtl. U 
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The Banker’s Magazine. 


May, 1922. Reluctance to Receive. Haroxtp Cox. Bastiat’s Petition 
of the Candle Makers is applicable to those who apprehend that 
receiving an indemnity will be injurious to home industries; 
since there is no danger of its coming with a rush. JInter-Allied 
Debts and Reparation Payments. F.C. GooDENOUGH. 


The Irish Economist (Dublin). 


Fresruary, 1922. This number is No. 2, vol. vii., of the quarterly 
which used to be known as Better Business. It has now changed 
a name which, though taken from, did not adequately suggest, 
Sir Horace Plunkett’s formula for the Co-operative ideal: “ Better 
farming, better business, better living.” The present number 
contains Matters of Moment. Pavut Grecan. On Irish eggs. 
The Co-operative Movement of To-day. Henry W. Wotrr. 
The movement is specially promising in Germany. The Irish 
Pig Trade in 1921. T. P. SmytuH. The Woman with the Basket. 
Marcaret LLEweLyN Davies. The problem of connecting 
consumers and agricultural combination may be solved in Ireland. 
Co-operation in Roumania. DtarmMip CoFFEy. Co-operative Pro- 
duction, V. Cruise O'BRIEN. 


International Labour Review (Geneva). 


Aprit, 1922. A Thirty-year Experience in Industrial Democracy. 
Joun P. Frey. The experience of industrial self-government in 
the store industry of the United States. The creation of Joint 
Committees in 1891 has eliminated strikes and locks-out. IJn- 
dustrial Welfare Work in Great Britain. ExizaBetu D,. Nrew- 
coms. The relations of welfare work to Whitley Councils and 
Trade Unions, the promise of the work to act as a link between 
employer and employees, are set forth by the President of the 
Welfare Workers’ Institute. Collective Agreements in Germany. 
The system of bargaining between associations of employers and 
groups of workmen which has greatly developed since the war 
tends to industrial peace. 

May. Vocational Guidance. E. GAUTHIER. Accident Prevention by 
the United States Bureau of Mines. H. Foster Bary. 





Quarterly Journal of Economics (Cambridge, Mass.). 


FEBRUARY, 1922. Agriculture in Eastern Europe. E. DANA DURAND. 
Population in excess of the available land as now cultivated was 
the main cause of pre-war poverty, and damps the hope of re- 
covery from the losses and discouragements due to the war. 
An Extension of Value Theory. Davin Fripay. The classical 
theory is moribund. Actuarial determination of the present 
value of future receipts, valuation for purposes of rate-making 
and for other purposes are not identical with prices. Inter- 
national Trade under Depreciated Paper: The United States, 
1862-79. F. D. Grauam. The theory of international trade, 
propounded by Prof. Taussig in the Quarterly Journal, May, 
1917, is verified by an examination of commodity prices, inter- 
national loans, wages and other economic phenomena. Enforced 
par Remittance under the Federal Reserve System. Cotston E. 
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Warne. The Rent of Mineral Lands. J.E.Orcuarp. Referring 
to leading economists, the writer argues that only that part of 
the royalty which is compensation for the mineral taken from 
the land enters into price, and inquires what would be the effect 
of abolishing royalties. 


American Economic Review (Cambridge, Mass.). 


Marcu, 1922. The Economist's Spiral. J. H. Hottanper. The 
influence of economists has undergone vicissitudes; it was unduly 
small in America during the late war. The State of our National 
Finances. E. R. A. Setiaman. If the “mad race for arma- 
ments ”’ is stopped and budgetary economy is practised a sound 
fiscal system may be anticipated. Business Teaching by the Case 
System. W. B. Donuam. Social Studies in Secondary Schools. 
CoMMITTEE ON TEACHING OF Economics. The Revenue Act of 
1921. Roy G. Buaxkey. 


Journal of Political Economy (Chicago). 


DEcEMBER, 1921. The English Building Guilds. GARFIELD V. Cox. 
An appraisement of the experiment. The Limitations of Foreign 
Credits. H. G. Moutron. Large extension of American loans 
to Europe is deprecated. Proposed Reforms in the System of 
Food Distribution. R. Camp. 

FeBRuARY, 1922. Social Studies in Secondary Education. COLLEGIATE 
Scnuoots oF Business. The Revolutionary Cycle in Syndicalism. 
D. H. MacGisson. The Incidence of Compulsory Insurance of 
Workmen. H. GuNNiIson Brown. The premiums are paid out of 
wages. T'he Economic Importance of the Commercial Paper House. 
W. McAvoy. The Psychology Course in Business Education. Z. 
CiarkK Dicktnson. On the use of psychology in business. New 
York Bank Reserves and Loan Rates. L. H. Sevrzer and S%. L. 
Horner. The correlation between the two phenomena is calcu- 
lated after the manner of Pease Norton. 

Aprit. Succession Duties in Canadian Provinces. W.C. KEIRSTEAD. 
The Minimum Wage in Canada. KatTHLEEN Derry and PauL 
H. Dovetas. The laws and rulings in five States which have 
adopted the minimum wage are analysed. Recent Cases in Price 
Maintenance. W.H.Sprencer, H. Carter Apams, S. L. BigeELow 
and others. French Finances and Economic Resources. W. E. 
Atkins. Russian Wage Systems under Communism. AMY HEWES 
There is much in the systems that is objected to by labour in 
capitalistic countries. 


Political Science Quarterly (New York). 

Marcu, 1922. A Progressive Tax on Bare-land Values. J. R. Com- 
MONS. Sources and Methods in Edonomic History. W.L. WESTER- 
MANN. 

Journal de Economistes (Paris). 

Frepruary, 1922. La Banque de France. Yves Guyot. Le progrés 
britannique en psychologie industrielle. C. B. Stites. Referring 
to Lord Henry Bentinck’s and other works on /ndustrial Fatigue 
to the Whitley Committee, etc. Le réle de l'état aux Colonies. 
R. Dovcer. 
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Marcu, 1922. Questions de “UIngénu.”’ Yves Guyot. On the 
inconsistencies of politicians respecting Reparation, Protection, 
etc. Marine militaire Budget et arsenaux. H. LE MARQUAND. 
Emprunt du crédit National en 1922. A. Barriox et I. Brocuv. 
Bureau of Labour Statistics (Washington), No. 285: Minimum- 
wage Laws of the United States. Linpitey D. CiarK, Washington. 

Aprit. Le pétiole. Yves-Guyor. La perspective des finances nation- 
ales britanniques. W.M. J. Wiutttams. Considérations nouvelles 
sur les pensions de guerre. J. VELAY. 

May. La Russie, l Allemagne et M. Lloyd George a la Conférence de 
Génes. Yves-Guyor. La diminution du cotit de la vie. X. X. 
Chronique de Vinflation. J.B. Learos. Referring to the Financial 
Commission of the Genoa Conference; and criticising the plan 
for the stabilisation of the European Exchanges proposed by 
Mr. Keynes in the Supplements on Reconstruction in Europe, 
published by the ‘ Manchester Guardian.” 


Revue d'Economie Politique (Paris). 


JANUARY-FEBRUARY, 1922. La co-opéraiion. CHARLES GIDE. The 
first lecture of a course on the History and Doctrine of Co-opera- 
tion by the occupant of a new Chair at the Collége de France 
founded by Co-operative Consumers’ Societies. L’introduction 
du franc en Alsace et en Lorraine, I. W. Wirticn. La Con- 
vention du '7 December, 1921, et le probléme de lunion Latine va de 
Suisse. G. Pamtarp. The writer, a professor at the University 
of Lausanne, considers the monetary situation from the Swiss 
point of view. JL’or du Transvaal. L. Baupin. The causes of 
the recent decrease in the production of gold in the Transvaal 
are examined. 

Marcu—Aprit. La famine russe et ses causes. S. Zacorsky. The 
present famine, far exceeding the partial and local dearths which 
used to recur regularly, is largely due to the diminution of the 
surface sown and other economic causes resulting from the Soviet 
policy. Contributions aux théories du capital et du revenu. Cu. 
Bopvin. Prix-valeur. Pierre Srruve. An extract from a 
Russian work on economy and prices; forming a sequel to articles 
which appeared in the May—June and July-August numbers of 
the ‘‘ Révue.” L’essor des co-opératives de consommateurs en France 
depuis 1913. B. LAVERGNE. 


Revue de l'Institut de Sociologie (Brussels). 


Marcu, 1922. Les institutions des primitifs Australiens. NADINE 
Ivanitzky. A posthumous work embodying the results of the 
best authorities. Les prix solidaires. M. Awnstavux. Inde- 
pendent price is almost a fiction of the schools. The writer 
exemplifies correlated prices, substitutes, joint demand and 
joint production. 


Jahrbiicher fiir National Oekonomie und Statistik (Jena). 


JANUARY, 1922. Gustav Schmoller als Soziologe. H. HERKNER. 
Inefmann’s rein-physiches System der Volkswirtschaft. R. Strz- 
MANN. 

Fepruary. Das Gerechtigkeits-problem in der Besteuerung. E. H. 
VOGEL, 
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Marcu, 1922. Der Geist des neuen Sozialdemokratischen Programmes. 
P. KaMPFFMEYER. Adam Mueller: Staats- und Gesellschaftslehre. 
F. Lenz. Flugverkehr und Wirtschaft, Il. Martin MULLER. 
The “rentability ’’ of the flying business—the relation between 
the cost and the price of the service, and the rdéle of the State, 
are considered. Lue Brotpreise und Kosten des Ernahrungsbedarfer 
in Berlin im Jahre 1921. The immense rise in the price of cereal 
products in 1921 over 1920 (and of 1920 over 1919) is exhibited. 

Aprit. Die Agrarfrage im deutschen Sozialismus der Gegenwart. Dr. 
CHARLOTTE LEUBUSCHER. A general feature of the modern 
agrarian policy of German socialists is reversion from Marxian 
conceptions to the older pre-Marxian Socialism. Lohn und 
Leistung. W. WEDDINGEN. 


Zeitschrift fiir Volkswirtschaft und Sozialpolitik (Vienna). 


1922. Band I. 7-9 Heft. Das Ziel der Wahrungspolitik. Dr. ALFRED 
Amonn. Untersuchung zu dem Grundgesetz der wirtschaftlichen 
Wertsrechnung. Dr. Hans Meyer. Die Arbeit in Sozialistischen 
Gemeinwesen. Dr. Lupwic Misrs. Das Verhdltnis von Ganzen 
und Teil in der Gesellschaftslehre. Dr. O. Spann. Produktionsu- 
mwege und Kapitalzins. 

10-12 Heft, Prolegomena zu einer Theorie des 6konomischen Daten. 
R. Strict. A foretaste of a forthcoming larger work. Die 
sittliche verwahrlosung der weiblicher Jugend. CARLA ZAGLITS. 
A treatise dealing with the causes and evils of prostitution, and 
the methods of restricting it. Die statistischen Verhdltniszahlen. 
WILHELM WINELER. A statistical study. 


Giornale degli Economisti (Rome). 


JANUARY, 1922. Jl Cotone. G. Mortara. From the Prospettive 
Economiche mentioned in the Economic JouRNAL, 1922, p. 146. 
Del diritto o del delitto di sciopero nei pubblici Servizi. G. 
MaJoranza. On the right and wrong of strikes in the public 
service. 

FEBRUARY, 1922. L’economie italiana nel 1921. Luict Amoroso. 
A concise review of leading events, among which is prominent 
the closing of the Banca Italiana di Sconto. The general situa- 
tion is described as very unstable. Titoli Privati. Referring to 
recent Italian legislation. Jl protezionismo marittimo in Italia, V. 
EpicaRMo CorBINO. The services subsidised before the war, 
the mercantile marine and naval industries during and since the 
war, are the subjects of the 5th and 6th section of this continued 
article. 

Marcu, 1922. J “‘beneficii’”’ del produttore. G. Senstni. A study 
in profits, said to be zero in free competition and a maximum 
in pure monopoly. Jl protezionismo maritimo in Italia, VI. 
EpicaRMo CorBINo. A proposito di demanda ed offerta del cotone. 
M. Botprini. Referring to H. L. Moore’s article on Empirical 
Laws of Demand and Supply in the Polttical Science Quarterly, 
December 1919. 

Aprit. Sulle differenze ra dati Statistici. G.MortTara. Some useful 
formule relating to differences between two statistical quantities. 
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Revista Nacional de Economia (Madrid). 


1921, Tom XI. La nueva ley del Banco de Espata. L. Victor 
PareET. In the management of the Bank there have been many 
mistakes which it is hoped that the new law will correct. La 
politica Comercial de Italia y el Arancel de 1° de Julio de 1921. 
GUISEPPE Prato. A specimen of Italian Protection. La classi- 
ficacion de los ingresos en la hacienda espanola. J. M. FABREGAS 
DEL PILAR. 


De Economist (La Hague). 


FEBruaryY, 1922. Robinson als rentetrekker (II.). Pror. Dr. H. W. C. 
BorpEwlJk. The dialectical inquiry whether Robinson Crusoe 
was a receiver of rent is concluded. 

Aprit. Het Taylorstetsel en de psychotechniek als grundlagen der 
menschen-economie. A. E. VAN Saaroos. Scientific manage- 
ment and the psychophysics of labour are discussed. De Indische 
financien. H. VAN DER MANDERE. The finances of Dutch India 
is the subject. 


Ekonomisk Tidskrift (Stockholm). 


No. 12, 1921. Special number in honour of Professor Knut 
Wicksell. 


Objectivity and Subjectivity in the Theory of Value. L. Borr- 
KIEWICZ. 

The Legal Eight-Hours Day: Some of its Economic Aspects. 
Sven BRISMAN. 

Marshall’s Theory of Interest. Eugen Bé6um BAWERK. 

The Genesis of the Prevailing Depression. Davin Davipson. 

The Effects of too low a Rate of Interest. Exit ¥. Heckscuer. 

Interlocking Directorates of Banks and other Joint Stock Enter- 
prises in Sweden. OVVAR JOSEPHSSON. 

Communal Taxation and the Taxpayer’s Interest. Erik LINDAHL. 

The Theory of Interest. Caru MENGER. 

On the Period of Renewal in Forestry. BrrtmL OHLIN. 

The Value of the Slumbering Millions. Curt ROTHLIEB. 

Periodic Fluctuations in Foreign Exchange Rates. G. SILVER- 
STOLPE. 

Interest: the Interpretation and Application of the Word as a 
Technical Term in Economics. Emit SoMMARIN. 

A Study in Swedish Price-History. Karu AMARK. 


(The number includes contributions over the names of two economists 
of note who are no longer living. In the one case, a letter from Carl 
Menger to Béhm Bawerk, dated November 1884, relating to a point in 
the Theory of Interest seems to have little relation to the particular 
purpose of this special number, although dealing with a branch of Economic 
Theory to which Prof. Wicksell has devoted a good deal of attention. 
Béhm Bawerk’s letter, addressed to Prof. Wicksell, is also of some- 
what remote date, namely, July 1907, and sets out the writer’s criticisms 
of Note XIII. in the Appendix to Marshall’s Principles. 

The opening article, by Prof. L. Bortkiewicz, discusses the relations 
of cost and demand to value, passing in review the opinions of various 
well-known writers. 

In discussing the report of a Committee on the institution of a legal 
eight-hours day in Sweden, Dr. Brisman comes to the conclusion that it 
would result in reduced output and diminished national income, for which 
anticipated compensation through improved technical knowledge and 
organisation would not, in the circumstances of to-day, be realised. 

Dr. Davidson challenges the view that the depression from which the 
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industrial world is suffering is traceable to a restrictive banking policy 
in the United States. He directs attention to the importance to the 
problem of the stocks of goods accumulated by the combatant powers, 
while other stocks, immobilised through the effects of the war, were also 
released after the return of peace. With illustrations from the case of 
copper, the action of producers in attempting to maintain the exchange 
value of their product is also discussed. Without denying some influence 
to banking policy, the course of events leading to the consumers’ strike 
towards the end of 1920 is claimed as showing that other causes were more 
important. 

Dr. Heckscher, in discussing the effects of a rate of loan interest lower 
than the rate which would equilibrate the economic forces in operation, 
proceeds from a somewhat forced hypothesis, which appears to affect 
the validity of some, at least, of his conclusions. He assumes as the 
first effect an expansion of the circulating medium, and then discusses 
the effects of confining this expansion so as to affect only the purchasers 
of capital goods. Deducing that a stimulus to the creation of capital 
goods would follow, he arrives at the result that an unduly low rate of 
interest operates to ‘stimulate saving (real saving, that is to say, embodied 
in an increase of capital goods), yielding in this an effect similar to that 
of high rates of interest. Carrying with it no self-correcting consequence, 
too low a rate, according to this argument, gives results of a cumulative 
character. 

Josephsson’s discussion of the mutual interest arrangements between 
banking and business companies groups these in five classes, and furnishes 
a corresponding grouping of Swedish joint stock enterprises in 1903 and 
in 1918, incidentally showing the tendency to growth in the magnitude of 
the capital of these enterprises. 

In the discussion of local taxation and its relation to the benefit 
principle, or rather to the tax-payer’s interest in the local community 
and its government, Dr. Lindahl deals with conditions arising out of the 
particular local fiscal arrangements of his own country. 

Dr. Ohlin’s discussion of the maximum return in organised forestry, 
as dependent on the period of growth, which he illustrates diagrammati- 
cally, and some features of which are expressed in algebraic formule, 
suggests some important considerations from the practical standpoint, 
conclusions as to which must be tentative until adequate statistical 
material resulting from practical experience is available. 

The “ slumbering millions,’’ whose valuation is the topic of Dr. Roth- 
lieb’s article, are the contributions of nature to the productive process, 
as distinguished from labour and capital. The economic doctrine of rent 
is, in fact, the topic of discussion. 

Under the title of Periodic Fluctuations in the Rates c* Exchange, 
Dr. Silverstolpe attempts to find guiding threads in the maze of foreign 
exchange variations, the study of which has been forced upon us by the 
range and violence of market movements in recent years. It is not clear 
that he has succeeded in discovering new guiding principles. That the 
course of events has directed increased attention to the importance of 
credit in modifying the relatively short-period movements of the exchanges 
is, however, clearly true. 

Dr. Sommarin’s subject is one the title of which fails to appeal to 
English readers, for it is not, in reality, the term “ Interest” of which 
he discusses the economic use and significance, but a compound word, 
for which our language affords no corresponding single word. ‘“ Yield 
and Capital’ not being a technical term with us, in the sense discussed, 
the historical development of the use of the term appeals mainly to natives 
of other lands. 

By the use of records of valuations used in assessments for market 
purposes in a number of localities in Sweden, Dr. Amark has compiled 
an index number of prices extending from 1732 to 1910. For years before 
1822 the number of articles quoted is 23, thereafter 24. A diagrammatic 
comparison of English movements (Jevons and Sauerbeck) and Swedish 
shows a wide divergence in level before 1850 as compared with the later 
period, when movements were roughly similar in the two countries. 

A. W. F.] 
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NEW BOOKS. 


English. 


Annual Register for 1921. Edited by M. Epstein. Longmans. 
1922. Pp. 180. 

[This is the hundred and sixty-third volume of the hardy annual which was 
founded by Edmund Burke in 1756. The old traditions are maintained under 
the Editorship of Dr. Epstein. There is a review of politics at home and abroad 
during the year 1921. Literature and law, finance and commerce are included 
in the comprehensive survey. ] 

Breck (Pror. L. V.). The Theory of Marginal Value. London: 
Routledge. Pp. 351. 


BonaR (JAMES). Philosophy and Political Economy in some of 
their historical relations. (Third Edition.) London: Allen & 
Unwin. 1922. Pp. 424. 

{Of the new features in the third edition the most remarkable is a supple- 
ment containing wise reflections on recent changes in economic policy.] 

Bowrte (James A.). Sharing Profits with Employees. (Pitman’s 
Industrial Administration Series.) London: Pitman. Pp. 222. 


CopLanD (D. B.). Wheat Production in New Zealand: a Study 
in the Economics of New Zealand Agriculture. Auckland : Whitcombe. 
Pp. 311. 

[The book is based on the results of investigations made by students of 
Canterbury University College proceeding to the M.A. degree in Economics. ] 

CaRR-SAUNDERS (A. M.). The Population Problem: a study in 
human evolution. Oxford: Clarendon Press. Pp. 516. 


Darina (M. L.). Some Aspects of Co-operation in Germany, 
Italy and Ireland. Lahore: Government Printing. 1922. Pp. 19. 


Driton (Dr. E. J.). Mexico on the Verge. London: Hutchinson. 
Pp. 328. 


[The chapters on the oil interest and the connected subject of taxation claim 
the economist’s attention. ] 


Feny6 (Max). Hungary of To-day. Budapest: Hungarian 
National Society of Agriculture (and other Bodies). Pp. 122. 

[A description of the present economic conditions of Hungary prepared by 
several Hungarian Societies; one of which, the Fabricants, is managed by Max 
Feny6, the author of a preface to the compilation. ] 

FisHer (Lertice). Getting and Spending: an Introduction to 
Economics. With an Introduction by Sir William Ashley. London: 
Collins. Pp. 206. 

GaMBLE (Stpney D.) and Burcsss (J. Stewart). Peking: a 
Social Survey. London: Milford. 1921. Pp. 538. 


Gincurist (R. N.). Conciliation and Arbitration. No. 23 of 
Bulletins of Indian Industry and Labour. Calcutta: Government 
of India. 1922. Pp. 237. 


GLovER (Witu1AM). The Groundwork of Social Reconstruction. 
Cambridge: University Press. Pp. 106. 2s. 6d. 
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Hopson (J. A.). Incentives in the New Industrial Order. 
London: Parsons. Pp. 160. 4s. 6d. 

Jounson (T. B.). Unemployment and the Gold Standard. 
Weston-super-Mare: Lawrence. 1822. Pp. 40. 

Kocu (Fapian M. Von). On the Theories of Free Trade and 
Protection. London: King. 1922. Pp. 34. Is. 


[A well-reasoned and well-documented defence of Free Trade. ] 


Lavineton (F.). The Trade Cycle. An account of the causes 
producing rhythmical changes in the activity of business. London: 
King. 1922. Pp. 113. 

LewinskI (Jan St.). The Founders of Political Economy. Lon- 
don: King. 1922. Pp. 173. 

Mauntnpra (K. C.). Indian Currency and Exchange. Madras: 
Ganesan. 1922. Pp. 252. 

Morris (G. W.) and Woop (L. S.). The Golden Fleece: an 
Introduction to the Industrial History of England. Oxford : Clarendon 
Press. 1922. Pp. 220. 

Penson (Sir Henry). Is Germany Prosperous? Impressions 
Gained. January 1922. London: E. Arnold. Pp. 124. 3s. 6d. 


PrEnzeER (N. M.). The Mineral Resources of Burma. London: 
Routledge. 1922. Pp. 176. 

RaDFORD (ARTHUR). Industrial and Commercial Geography. 
London: Collins. Pp. 295. 

Rew (Sm Henry). The Story of the Agricultural Club. London: 
King. 1922. Pp. 205. 

Russia: the Restoration of Agriculture in the Famine Area. 
Translated from the Russian by Eden and Cedar Paul. London: 
Labour Publishing Co. 1922. Pp. 107. 

[The interim report of the State Economic Planning Commission of the 
Council for Labour and Defence of the Russian Socialist Federal Soviet Republic. 
A collection of reports by several writers. ] 

SmirnH (A. SHENE). Compound Interest. London: Wilson. 
Pp. 63. 

SmirH (JoHN GEORGE). Organised Produce Markets. London : 
Longmans. 1922. Pp. 238. 

[A description of trading methods in the principal produce markets of the 
world. Futures, and the uses and evils of speculation are specially considered. ] 

Sramp (Str Jostau). Wealth and Taxable Capacity. (The New- 
march Lectures for 1920-21.) London: King. 10s. 6d. 


Vax (C. N.). Our Fiscal Policy. Bombay University. 1922. 
Pp. 41. 

Warts (F.). An Introduction to the Psychological Problems of 
Industry. New York: Macmillan Co. 1921. Pp. 240. $5. 

Vernon (H. M.). Industrial Fatigue and Efficiency. London : 
Routledge. 1921. 12s. 6d. 


WILHELM (JoHN). Comprehensive Tables of Compound Interest. 
London: Wilson. 1922. Pp. 112. 











284 THE ECONOMIC JOURNAL [JUNE 


American. 


Batpwin (Donatp C.). Capital Control in New York. (A 
thesis .. . for the degree of Doctor of Philosophy.) Menasha 
(Wis.): Banta. 1920. Pp. 255. 


Bass (J. F.) and Movurtron (H. G.). America and the Balance 
Sheet of Europe. New York: Ronald Press. 1921. Pp. 361. 


BovucueE (O. Frep). The Development of Economics, 1750-1900. 
New York: Macmillan Co. 1921. 


BRISSENDEN (Pau F.). The I. W. W. A Study of American 
Syndicalism. (Second edition; Columbia University Studies.) New 
York : Columbia University. 1920. Pp. 438. 


Coat. The Coal Miners’ Insecurity. The irregular production of 
soft coal in the last nine years. New York: Russel Sage Foundation. 


{Recent conditions render precarious the lives of over half a million miners 
and their families. ] 


Dietz (F. C.). English Government Finance, 1485-1558. (Uni- 
versity of Illinois Studies.) Urbana: University. 1920. Pp. 245. 


Dovetas (PavL and Dorotuy) and Jostyn (CaRu S.). What a 
man can afford. (Supplement to the American Economic Review, 
Vol. XI. No. 4.) 

[Two essays to which the American Economic Association awarded prizes 


by Mr. Kavelsen for the best discussion of the question, What can one afford 
to give ?] 


FRIEDMAN (EuisHA M.). International Finance and its Re- 
organisation. New York: Dutton. 1922. Pp. 702. 


Hayes (H. Gorpon). Problems and Exercises to accompany 
Clay’s Economics for the General Reader and Ely’s Outlines of 
Economics. New York: Macmillan Co. 1922. Pp. 67. 


Knicut (CHARLES KeELLEy). The History of Life Insurance in 
the United States to 1870. With an Introduction to its development 
abroad. (A thesis for the degree of Doctor of Philosophy.) Phila- 
delphia. 1920. Pp. 160. 


LowE (BOUTELLE ELLSwortH). The International Protection of 
Labor. New York: Macmillan Co. 1921. Pp. xliii + 439. 12s. 6d. 


[A useful reference book containing a detailed historical survey of the move- 
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resolutions internationally subscribed,” etc.] 


MaRSHALL (LEON CARROLL). Business Administration. Chicago : 
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of efficiency, and of vitality tending to increase population may be admitted. 
The author is Professor of Finance in the University of Kioto.]} 
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SELIGMAN (Pror. E. R. A.). Currency Inflation and Public Debts : 
an historical sketch. New York: Equitable Trust Company. 1921. 
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tion of budgetary equilibrium requires international action, with limitation of 
armaments. } 
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Taussiag (F. W.). Principles of Economics. Vol. I. Third 
edition, revised. New York: Macmillan Co. 1921. Pp. xxiii + 
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Tibingen. J.C. B. Mohr. 1920. Pp. xx + 710. 
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[The tenth edition revised and in part rewritten—‘ Neu bearbeitete ’’—by 
Dr. Somary.] 
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Piant (Dr. Tu.). Enstehen Wesen und bedeutung des Whitley- 
ismus des Englischen Typs der Betriebstrite. Jena: Fischer. 1922. 
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[The author is a privatdozent in the University of Hamburg. ] 

Scummpt (Dr. ALFRED). Essen: Valutafibel. Eine Einfiihrung 
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French. 
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capital dans l’empire Allemand. Paris: Girard. 1922. Pp. 513. 

Luzzatti (Luic1). La prix monétaire 4 la conference de Génes. 
Rome. 1922. 
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[A collection of articles published since the outbreak of the war; mostly 
dealing with the relations between war and population—relations more complex 


-— appears. L., g. the increase in “ natimortalita ” is, contrary to expectation, 
slight. ] 
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